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Solidarity leader Lech Walesa 
tormally announced that he 
would run for the Polish presi- 
dency in elections expected 
soon. Page 4 

Relations restored 

Saudi Arabia and the Soviet 
union are to restore diplomatic 
relations after a break of over 
50 years. President Mikhail 
Gorbachev received a message 
from King Fahd. Page 2 


change proposed 

Italian Prime Minister Giulio 
Andreotti proposed that 
Britain and France should give 
up their permanent member- 
ship of the UN Security Coun- 
cil in favour of the European 
Community and Japan. 

Aquino wants US out 

President Cora zon Aquino 
urged “an orderly withdrawal” 
of US forces from the Philip- 
pines and said negotiations 
beginning today on military 
bases were aimed at redefining 
relations. Page 6 

Barry spared retrial 

US federal prosecutors 
announced they would not 
seek a retrial of Washington 
Mayor Marion Barry on drug 
and perjury charges. Page 8 

Panama manhunt 

Panama began a manhunt for 
Eliezer Gaytan, head Of secu- 
rity for deposed strongman 
Manuel Noriega, who aban- 
doned his refuge in Panama’s 
Vatican embassy. 

Hunger In Liberia 

People too weak to move are 
dying of starvation on the 
streets of troubled Monrovia, 
refugees airlifted from the Lib- 
erian capital said. 

(Paintings stolen 

Thieves stale two paintings 
by Gainsborough and one by 
Sir Joshua Reynolds, said to 
be worth more than 811m in 
all, from the Great Hall of Lin- 
coln's Inn in London. . 

Body found In Ulster 

Pohce and troops searching 
for a policeman kidnapped by 
the Irish Republican Army in 
Northern Ireland discovered 
a body on a roadside- A British 
Army sergeant was critically 
HI after being shot outside a 
London reenritment office. 

Palestinians strike 

Palestinians in the Israeli- 
occupied West Bank and Gaza 
Strip went on strike to mark 
fiie eighth anniversary of the 
massacre of Palestinian refu- 
gees at Sabra and Shatllla 
camps in Lebanon. 

PM may resign 

Norway's Conservative Prime 
Minister Jan Syse may be 
forced to resign after revela- 
tions of alleged irregularities 
and negligence in his own com- 
panies’ accounts. Page 4 

Anger at envoy 

A speech by US ambassador 
to Pakistan Robert Oakley has 
led to a senior minister there 
demanding that he be recalled 
and replaced. Page 6 

Immunity for banker 

A senior merchant banker with 
Wardley Holdings, a subsidiary 
of Hongkong and Sh anghai 
Hanking Corporation, admitted 
he had been given imm u n ity 
In the corruption trial of Ron- 
ald ZJ, former chairman of the 
Hong Kong Stock Exchange, 
Page 6 

Millionaire jaHed 

David Brown, a millionair e 
computer expert, was jailed 
fbr life in Santa Ana, Calif- 
ornia, without possibility of 
parole, for persuading his 
daughter, when she was 14, 
to murder her stepmother. 

Cosby top earner 

Television star Bill Cosby 
topped singer Michael Jackson 
and the Rolling Stones as num- 
ber one on Forbes magazine's 
annual list of the world's top- 
earning entertainers. 
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in Europe 

General Motors' components 
division, world’s largest sup- 
plier erf car parts, has strength- 
ened the management of its 
western European operations 
and plans to invest more thaw 
$lbn in the region over the 
next five years. Page 23 

MARKETS: Oil: World prices 
rose close to an eight-year high 
yesterday. The November 
futures price for North Sea 
Brent crude rose $1.55 per bar- 
rel to $3220, while the Novem- 
ber contract for West Texas 
Intermediate gained nearly - 
a dollar to $32.10. Traders say 
shortages of available crude 
oil are becoming increasingly 
apparent and expect further 

Oil price 

Brant Mend crude ($ per barrel) 
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price rises. Tokyo: Share prices 
eased bom the outset, with 
the Nikkei closing 53L86 lower 
at 24^00. Wall Street The 
Dow Jones Industrial average 
recovered after an opening fall 
of nearly 20 points to stand 
only modestly lower at midses- 
sion, down 2.97 at 2^6124. 
Frankfurt DAXfellby 12A2 

to close at L541.15. Back Page, 
Section II 

URUGUAY Round: US is to 
propose cuts over 10 years of 
70 per cent in domestic agricul- 
ture support and more in 
export subsidies. Page 3 

HAWKER Sidddey, diversified 
UK engineering group, 
reported 28 per cent fell in pre- 
tax profits. Page 23; Lex, Page 
22 

CHRISTIE’S International, 
the auction house, said more 
selertive buying held back 
earnings growth. Page 23 

FAG Kugelflscher, West Ger- 
man bearing and industrial 
systems manufacturer, expan- 
ded North American activities 
with, acquisition of Connecti- 
cut-based Barden. Page 23 

DAVIES & Newman Holdings, 
parent of troubled charter air- 
line Dan-Air, put its aircraft 
maintenance business up for 
sale. Page 23 

C. rrOH, Japanese trading 
house, is ptenwiwg finance joint 
venture in London with Wes- 
tinghouse Credit of the US to 

fl lga ffl in »pf»rrhHTtt hanking 

activities in Europe. Page 30 

EUROPEAN Commission may 
lift textile dumping duties after 
complaints from importers that 
dumping is no longer taking 
place. Page 3 

AMERICAN Home Products, 
US conglomerate, announced 
move into anti-AIDS field. Page 
24 

MOODY’S Investors Service, 
US ratings agency, placed 
three leading Japanese banks 
on credit review list because 
of concern about their profit- 
ability and domestic asset 
base. Page 30 

NORWAY received applica- 
tions from 24 oil companies 
tor 52 offehore Mocks In the 
country’s biggest licensing 
round since 1965. Page 36 

HONG Leong Finance, Singa- 
pore's largest finance com- 
pany, saw profits dip following 
Ay-line at gyi frafrifoiy Singapore 
Finance. Page 24 

CREDIT du Nord, commercial 
hanking subsidiary of France’s 
Paribas group, announced 50 
per cent advance in net first 
half profits. Page 25 


Bank of England economist is first top recruit to EBRD 


By Peter Norman, Economics Correspondent In London 


MR John Flemming, the Bank 
of England’s chief economist 
yesterday became the first 
high-level recruit to the Euro- 
pean Bank for Reconstruction 
and Development. 

It was also understood that 
Mr Ernest Stem, a World Bank 
senior vice president, would 
join the EBRD as first vice 
president becoming deputy to 
Mr Jacques Attali, the bank's 
president-designate, and faiirmg 
charge of country strategy and 
lending. 

The bank is being set up 
with headquarters in London 
by 40 industrialised and east 
European nations to support 
eastern Europe's transition to 


a market-based economy. 

The decision by Mr Flem- 
ming, aged 49 and number four 
in tiie of England's hier- 
archy, to join the EBRD as gen- 
eral counsel and chief econo- 
mist could be a sign that the 
bank is overcoming tee thing 
troubles. 

Mr Attali upset officials from 
several shareholder countries 
in July and was accused of try- 
ing to concentrate too much 
power into his own hands. 
There was concern then that 
his deputy had not - been 

named. 

A skeleton staff is wading 
through some 3,500 applica- 
tions for the 500 jobs initially 


on offer at the bank - eventu- 
ally, it will employ about 1,000 
people. 

About 10 applications are 
arriving each day, and Mr 
Attali is employing headhunt- 
ers to seek out individuals 
with entrepreneurial and mer- 
chant hnwktng nkfllg (Q fill the 
EBRD’s top ranks. 

Other vice presidents will be 
put In charge of the EBRD's 
treasury and merchant bank- 
ing operations. 

Altogether the EBRD will 
have four or five vice presi- 
dents, one of whom will come 
from the east and central Euro- 
pean countries among its 
shareholders. 


The institution, which is 
being created to help the coun- 
tries of eastern Europe develop 
into market based economies, 
is still operating in temporary 
offices in London's Broadgate 
complex. 

Its staff of 30 to 40 has 
mainly been seconded on a 
temporary basis by some of the 
40 industrialised and eastern 
European countries that set it 
up. 

Though the bank has yet to 
be formally established, it has 
large-scale ambitions. 

It sees itself fulfilling a cata- 
lytic role in integrating central 
and eastern Europe into the 
world economy and linking 


these areas to the present 
European Community to create 
a vast market of 700m people. 
It expects to have a future of 
perhaps 20 or 30 years. 

Indicative of its pan-Euro- 
pean ambitions is the way that 
it has taken to waiting itself the 
“Bank of Europe” on some of 
its publicity material. 

About one third of its activi- 
ties will be those of a regional 
development hank and about 
two thirds, those of a merchant 
bank. 

The bank has a mandate to 
develop the private sector and 
will be concerned with the 
development of democracy. 
Continued on Page 22 
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Pirelli seeks takeover of 
fourth largest tyremaker 


By Haig Simon Ian in Milan and Andrew Fisher in Frankfurt 

PIRELLI of Italy yesterday 
signalled a further upheaval in 
the competitive world tyre 
market by announcing a plan 
to combine its tyre activities 
with those of Continental, the 
West German company, in 
what would amount to a back- 
door takeover of the German 
concern. 

If successful, the deal would 
create the world’s fourth big- 
gest tyremaker. It would also 
strike a heavy blow to the 
practice adopted by many big 
German companies of restrict- 
ing voting rights to preserve 
their independence. 

Hanover-based Continental 
said tersely that it was study- 
ing Pirelli's proposal to see if it 
was in the interests of share- 
holders, employees, and cus- 
tomers. 

Mr Horst Urban. Continen- 
tal’s chief executive, has made 
cigar that he is determined the 
company should stay indepen- 
dent 

But PireHi said its proposal 
to create a tyremaker with 
turnover of around DMISbn 
($S.4bn) had the approval of 
shareholders owning the 
majority of Continental More- 
over, Pirelli itself now has 5 
per cent of Continental’s 
equity. 

Nor is Pirelli’s proposal 
expected to be opposed by 
Deutsche Bank, one of whose 
manag ing board members, Mr 
Ulrich Weiss, chairs Continen- 
tal’s supervisory hoard which 
met yesterday. 

Mr Weiss, a fluent Italian 
speaker, is the Deutsche 
Bank board member responsi- 
ble for Italy. 

Pirelli confirmed that it had 
made a detailed proposal to 
Continental last Saturday 



Ludovico Grandi of Pirelli: the iqiiin strategist in ^be deal 


under which ^Pirelli w 
merge its tyre activities - 
year floated off into 
Tyre Holding -into those of 
German group, leaving Pirelli 
with a controlling interest In 
the enlarged concern. Pirelli's 
main strategist in the deal is 
Mr Ludovico Grand. 

Though still trailing Mich- 
elln of France, Goodyear of the 
US, and Japan's Bridgestone, 
the venture would have 16 per 
cent of the work! market 

Continental is currently 
number four in the world tyre 
industry, with Pirelli in fifth 
place. 

The deal would mark a fur- 
ther rationalisation of an 
industry which is suffering 


arid foning 
Tyre priceB have 
come under severe pressure 
-toom cost-minded carmakers. 
The German company’s first 
half pre-tax profits dumped tv 
39 per cent to DHlOQm as the 
result of what It called a "price 
war” and it has ind ic at e d that 
a dividend cut is likely. 

Yesterday, its shares fell by 
DM20 to DM265 reflecting the 
absence of a foil bid after a 
long period of intermittent 
speculation. At this level, the 
company is valued at DMSLsbn. 

Mr Mirharf T michi . a man- 
aging director of Merrill 
Lynch, the US securities house, 
which owns undo- 1 per cent of 
Continental’s shares, said a 


EC orders expulsion of all Iraqi 
military staff from embassies 


By Robert Mauthner in London and David Buchan in Brussels 


THE European Community 
yesterday ordered the expul- 
sion of all military staff from 
Iraqi embassies in the 12 mem- 
ber countries in retaliation for 
incursions by Iraqi troops into 
EC diplomatic missions in 
Kuwait last Friday. 

in moves which were coordi- 
nated. but not identical, 
against what they described as 
“new and very grave illegali- 
ties” committed by Iraqi 
troops, the Twelve also 
restricted the movements of 
Iraq’s other diplomats in the 
EC. The decision was taken at 
a meeting of EC foreign minis- 
ters in Brussels. 

Britain went further than 
most other states except for 
France, by ordering out of the 
country 31 Iraqis, including 
two military attaches, six sup- 
port staff and 23 others, 
described as mainly students. 

Mrs Margaret Thatcher, 
Britain’s Prime Minister, said 
in Prague at the beginning of 
an official visit to Czechoslo- 
vakia that the decision was 
taken because of “the outrage 
of Iraqi troops going into the 
residences of certain members 


of the diplomatic service in 
Kuwait.” 

She was referring to Incur- 
sions by the Iraqis into the 
French, Canadian, Du tch 
Belgian' diplomatic residences 
in Kdw&t, when a French mili- 
tary machg and three other 
/citizens were arrested 
away to unknown 
ions. 

5 r official denials from 
Baghdad that troops had 
entered the missions in viola- 
tion of the 1961 Vienna Con- 
vention, Iraqi authorities 
released the French attache 
later on Friday. 

In an unexpected move yes- 
terday, three French men held 
at strategic sites in Iraq, 
together with the wife of one of 
them, were also freed and 
allowed to fly to Amman, the 
Jordanian capitaL 

Their release came after 
President Saddam Hussein of 
Iraq had agreed to allow old 
and sick French men to return 
to their country in response to 
an appeal by former Algerian 
President Ahmed Ben Bella, in 
Baghdad at the weekend. 

These moves came too late, 


MARKETS 


however, to stem France’s 
anger at the invasion of its dip- 
lomatic mission. Apart from 
deciding at the weekend to 
send troops, aircraft and tanks 
to the Gulf, the French Govern- 
ment also ordered the expul- 
sion of more than 40 Iraqi dip- 
lomats and other officials. 

Mr Douglas Hurd, the British 
Foreign Secretary, said at the 
ministerial meeting that 
Britain’s move to expel 31 
Iraqis was a gesture of solidar- 
ity with those of its partners 
whose missions in Kuwait had 
been invaded. 

There was some concern in 
London, however, that the 
Iraqis might order “tit-for-tat” 
expulsions of British diplomats 
from Baghdad, leaving the 
large number of British citi- 
zens stranded against their will 
in Kuwait and Iraq without 
diplomatic protection and help. 

Meanwhile, the Spanish For- 
eign Ministry announced that 
Iraqi troops had taken up posi- 
tions around Spain's embassy 
in Kuwait. 

Crists In the Gulf. Page 2; 
West caught in Its own noose, 
Page 21 


will not help 


Opening Europe’s borders in 1993 

ft *— "■ ' *-- ~~ ^ 

Sliding backwards Into the arms ot 


the military _. 

Managements EG workers* rights proposals 

unite business and government — ■ — 15 

Tadmotogyc Can computers be trusted with 

people's lives? — — “ — ^ 

Forefon affairs: The west is caught In Its own 

21 


noose 


IMF and World Banks Saddam Hussein spoils 

the party «... —————— 22 

World oar bMfiustrys Survival of the fittest _ in 


A 


Enrapa 
Companies 
America — 
Companies . 

Inte rn atio na l 

Companies 
world Trade 



J 13.-U 

Companies .. — — 32-33 

Arts Guide + Reviews . 39 

Commodities — M 

Crossword 


Syria spots an opening for 
manoeuvre in the Gulf 

For President Hafez 
al-Assad ot Syria the 
Gulf crisis is an oppor- 
tunity to get his coun- 
try out of the corner it 
has been in since the 
end of the Gulf war, 
when his rival Saddam 
Hussein assumed 
leadership of 
ail the Arabs 
Page 2 
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combination of the two compa- 
nies' tyre interests would cre- 
ate an entity large enough to 
compete with the bigger 
groups. 

Without ♦he Hm 1 l he added, 
“Continental could face a very 
serious competitive threat” 

By choosing to work through 
a group of allied shareholders- 
rather thaw mount, a raid in 
the market -Pirelli should be 
able to get round restrictions 
on shareholders’ voting rights. 

In the circumstances, it is 
hard to see how Continental 
could use the 5 per cent curb to 
defend itself. 

However, this remains as an 
obstacle to a frill bid after the 
narrow toflure of an attempt at 
last June’s annual meeting to 
have the rule overt ur ned. 
Details of the shareholder 
remain sketchy. Apart 
Merrill Lynch, which is 
an adviser to Pirelli, a number 
of German,. Italian and other 
foreign Institutions have been 
gradually accumulating Conti- 
nental shares in recent 
months. 

Once the deal is completed, 
Pirelli, which instigated the 
transaction, said ft would take 
majority ownership of the con- 
trolling stake in Continental 
currentl y held by the share- 
-holdere' group. 

Pirelli, which claimed that 
its proposal represented an 
entirely “friendly* transaction, 
took pains to emphasise its 
readiness to discuss the pro- 
posal further with ContinentaL 

Pirelli noted that all but cer- 
tain key points remained nego- 
tiable. 

Bidding for a heavier tread. 
Page 20; Lex, Page 22; Mar- 
kets, Section U; Stock Mar- 
kets, Back Page 
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Gorbachev urges 
vote on private 
ownership of land 


By Quentin Peel in Moscow 

PRESIDENT Mikhail 
Gorbachev yesterday called for 
a national referendum on 
whether to allow private own- 
ership of land in the Soviet 
Union, while pledging his own 
firm support for radical eco- 
nomic reform. 

IDs surprise initiative caused 
ffnmg ternwtinn among the stron- 
gest advocates of immediate 
action to promote all forms of 
private property, including 
Professor Stanislav Shatalin, 
author of the reform plans 
favoured by the Soviet leader. 

Professor Shatalin warned 
that the referendum could far- 
ther delay the process of break- 
ing up the country’s ossified 
bureaucracy, and launching a 
mass privatisation programme 
for state property. 

However, Mr Gorbachev, 
clearly concerned at the con- 
tinuing danger of a conserva- 
tive backlash from the bureau- 
cracy and the Communist 
Party over the hectic pace of 
reform, said the question of 
private land ownership “must 
be decided by the people, 
through a referendum.” 

- He was opening a crucial 
debate in the Supreme Soviet 
to decide on the country’s eco- 
nomic reform strategy between 
alternative plans drawn up by 
Professor Shatalin and by the 
Soviet government, headed by 
Mr Nikolai Ryzhkov. An 
amendment of the Shatalin 
plan, drafted by Professor Abel 
Ag&nbegyan, was formally 
endorsed by the president 

Political observers see Mr 
Gorbachev’s move as an 
attempt to provide the clear 
popular commitment to reform 
and thus prevent recrimination 


from conservatives when the 
reform process causes inevita- 
ble hardship. 

However, both Professor 
Shatalin and Mr Ivan Silayev, 
Russian Federation prime min- 
ister, who have already 
adopted his report, warned 
that a referendum would cause 
unacceptable delays. 

Hie Shatalin report calls for 
the transition to a market 
economy in just 500 days, with 
curbs on state spending, an 
end to subsidies to state forms 
and factories, gradual price lib- 
eralisation, nationwide sales of 
housing and plots of land, and 
the privatisation programme. 
The first 100 days erf emergency 
measures are supposed to start 
on October. L 

Professor Aganbegyan said 
the economic situation in the 
country was "catastrophic,” 

and that declining oil produc- 
tion was causing an energy cri- 
sis at home and a squeeze on 
hard currency earnings. 

Mr Gorbachev said he 
backed the drastic action pro- 
posed by Professor Shatalin, 
He refected criticism that the 
plan “leads to capitalism,” 
arguing that drastic stabilisa- 
tion measures were needed 
because of “the obvious disin- 
tegration erf the consumer mar- 
ket, the growth of the budget 
deficit and state debt, the 
disorganisation of monetary 
circulation, and the rampage of 
black marketeering and the 
shadow economy.” However, 
Mr Gorbachev warned against 
forcing a new system on an 
unwilling people. 

US tries to cash in on Soviet 
‘revolution,’ Page 3; Food ulti- 
matum for Gorbachev, Page 4 
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CRISIS IN THE GULF 




Saudis expected to speed Syria confronts an enemy as old as Islam 

awMc YllirpllCfeGPC frnin T TIC Ton y Walker sees President Assad trying to break out of a diplomatic straitjacket 

A T N namasens's vast Efam- HBHBRSKi important than Damascus’s ble country wen more cash- fflir fRfAleBL SliA i 






By David White, Defence Correspondent 


SAUDI ARABIA Is ejected to 
speed Its purchases of arms 
from the UK and could 
increase Its requirements, Brit- 
ish Aerospace officials said 
yesterday. BAe Is the lead con- 
tractor for agreements between 
the two countries estimated to 
be worth £l6bn-£20brL 

This is despite ♦wrwrtppnt 
prospect of a US-Saudi package 
deal for $20bn (£l0.6bn) of 
arms, including advanced 
fighters, and support services. 

Reports from Riyadh that 
the new US-Saudi package 
would be to the detriment of 
BAe's prospe cti ve saWara dis- 
counted by the company. 

Professor Roland Smith, BAe 
chairman, said he was ‘foot at 
all" concerned that US manu- 
facturers were cornering the 
market. The proposed US pack- 
age did not mean that Saudi 
Arabia would automatically 
reduce or cancel purchases 
from BAe. 

“It's not an etther/or situa- 
tion," he said. 

BAe has begun discussions 
with the Saudis on new con- 
tracts to improve several air 
bases in addition to construc- 
tion of a big new base at Al-Su- 
layil, 300 miles south of 
Riyadh, which was part of a 
framework deal signed in 1968. 

The rise in oil prices since 
the er up ti o n of the Gulf crisis 
mttann more money Is available 
for UK supplies, which are paid 


for out of proceeds from the 
sale of 500,000 bands of crude 
a day. 

There is also speculation 
that Saudi Arabia might make 
a cash payment to boost its 
British purchases. 

Mr Dick Evans, BAe’s chief 
executive, hinted recently: 
"The Saudis do have the option 

to inject cash into the pro- 
gramme if appropriate." 

The np wi pany han held infor- 
mal contacts with the Saadis 
since Iraq’s invasion of 
Kuwait, and more substantive 
talks are due to take place in 
the next few weeks. 

These will tackle Riyadh’s 
priorities for supplies u nd er 
the 1988 which was the 
second phase of the A1 Yama* 
mah agreement concluded two 
years earlier. 

Before the crisis, prospects 
of including an additional 48 
Tornado aircraft were fading. 
Other purchases, including US- 
designed Black Hawk helicop- 
ters from Westland, came 
higher an the list 

BAe’s production of the 
Anglo-Gennan-Italian Tornado 
is due to end in 1992L It has 
already delivered to the Saudis 
most of the 48 ground-attack 
Tornados and 24 air-defence 
variants ordered under the 
first phase of A1 Yamamah. It 
denied that the Saudis had 
altered their order. The addi- 
tional 48, if ordered, would 


be a miv of the two variants. 

Prof Smith said Saudi Arabia 
appeared to be “extremely 
pleased” with the company’s 
performance. He was not 
aware of any complaints. 

No firm contracts have been 
signed for the second phase, 
although shipbuilder Vospe r 
Thorny croft received Instruc- 
tions in 1 98» to proceed with 
work on six minehunters. 

The second-phase framework 
agreement also included GO 
BAe Hawk 200 fighters, a range 
of weapons, support and train- 
ing. BAe denied that a second 
air base had been envisaged 
and that this contract had been 
lost to the US. 

It had already been known 
for some time that Saudi 
Arabia wanted to increase its 
fleet of McDonnell Douglas 
F-15 fighters to about 120 if the 
US allowed the sale. Saudi 
Arabia originally ordered 72 
but was lhmtpd to holding 60 
in its inventory. 

The US has dropped that 
limit and agree d to supply 24 
more from the US Air Force, 
with a Anther 24 due to be sold 
if the package deal is approved 
by Congress. 

The US package also 
includes tanks, with 385 more 
of the latest M1A2 Abrams in 
addition to 315 already ordered, 
armoured fighting vehicles, 
trucks, missiles, helicopters 
and other equipment. 


I N' Damascus’s vast Ham- 
madia souk, where there is 
a street called Straight and 
a mosque of exquisite propor- 
tions, it was business as usual. 
Traders in spice, carpets, dam- 
ask doth ami almost anything 
else you care to mention were 
peddling their wares seemingly 
oblivious to the drama unfold- 
ing elsewhere in the Middle 
East 

But behind these comfort- 
able everyday scenes, ques- 
tions hung in the air to be met 
with a shrug of the shoulders 
or a lift of an eyebrow. What 
did Damascenes think of their 
president's decision to send 
troops to Saudi Arabia to con- 
front Iraq and to side with the 
Americans? 

In the ftirtive atmosphere of 
Damascus, where watchers 
seem sometimes to outnumber 
the watched, responses tend to 
be cryptic. What is left unsaid 
is often more revealing: the 
sense of a sentiment against 
the presence of foreign troops 
in Saudi Arabia and, by impli- 
cation, Syria’s decision to com- 
mit Its own forces. 

“Three out of four Syrians 
are against «*nHfwp soldiers,” 
said a Syrian businessman. 
"They don't say it out loud. 
People feel it In their hearts.” 
And so it is in this city of mys- 
tery and intrigue: people feel 
things in their hearts. 

For President Hafez al-Assad 
the Gulf crisis is not so much 
an affair of the heart as an 
opportunity to manoeuvre his 



bloc 


way out of the corner Syria 
bad found itself in for the two 
years the and of the Gulf 
war. For this permitted his 
arch-rival. President Saddam 
Hussein of Iraq, to pursue his 
dream of leadership of all the 
Arabs, and perhaps worse, 
from Damascus’s standpoint, 
to meddle in Lebanon. 

The revolution sweeping 
eastern Europe and the scaling 
down of Soviet military sup- 
port for Syria brought further 
shocks to a leadership that, 
more than most, values the 
certainties of old friendships 
and wiBanMw. Even before the 
Gulf crisis, Damascus had 
begun reviewing how to break 
out of its straitjacket. 

In the search for fresh alli- 
ances none has proved more 


important than Damascus’s 
newly refurbished relationship 
with Cairo. Presidents Assad 
mid Hosni Mubarak, the Egyp- 
tian leader, former colleagues 
at a Soviet air force academy, 
have revived an old friendship. 

Most important, the collapse 
of the pre-invasfou Arab order 
has enabled Mr Assad to start 
fashioning a new bloc whose 
main purpose is to contain 
and, if possible, eliminate Mr 
Sariri^Tn . who poses almost as 
much of a threat to the contin- 
ued rule of Mr Assad's own 
Alawite minority in Syria as he 
does to the oil-rich rulers of 
fhn Gulf. 

If there is anything that 
might cause the cerebral Mr 
Assad sleepless nights, it 
would be the thought of Mr 
Saddam somehow emerging 
from the crisis with his reputa- 
tion enhanced and bent on 
revenge against those who be 
believes betrayed him. 

Syria, in league with Egypt 
and Saudi Arabia with possibly 
shaky backing from Iran, is 
determined to confront Mr Sad- 
dam. Hence Mr Assad is sup- 
porting the Arab moderates 
and has overcome his reluc- 
tance to commit forces to serve 
ipirniffiririg A mericans. 

Syria has also been pushed 
towards the moderate Arab 
camp by money. Reduced 
Soviet and East bloc support, 
and the end of disbursements 
from Arab states under the 10- 
year Baghdad agreement of 
1978, left a financially vulnera- 


ble country even more cash- 
starved. 

Now, Saudi Arabia m 
r e p o rted to have increased its 
assistance sharply. Some west 
European countries may put 
their reservations about 
Syrian support for terrorism 
end resume aid. The sha rp ri se 
in ofi prices is also a bo on to 
Syria, since it is a net exporter. 

A long-serving western 
ambassador in Damascus 
described Mr Assad as a “mar- 
vellous long-term strategist”, 
by comparison with Mr Sadr 
dam, a “consummate tactician, 
but lousy strategist”. The 
struggle between Damascus 
«nd Baghdad, almost as Old as 
Islamic history itself, has sel- 
dom witnessed higher stakes 
tiym those now prevailing. 

he Syrian leadership, 
which has long empha- 
sised its revolutionary 
character, does not feel 
entirely comfortable about 
being tied to the presence of 
foreign forces in Saudi Arabia. 
Indeed, Mr Assad, in a 3ft-hour 

speech Last week to army train- 
ees, dwelt at length on this 
uncomfortable detail, one that 
the regime knows puts It at 
odds with many Syrians. 

“We are not in favour of the 
presence of foreign troops any- 
where in the Arab world,” he 
declared. “This was and is 
Syria's stand. But the issue is 
not that of foreign troops 
because the problem started 
before the foreign troops came 


to the area. . . Therefore, let 
solve our problem, and tt aafc^-^y 
inter-Arabprobleni, and wnaa 
we solve tt, the foreign troops \y« * 
will leave." 

Not that there is much 
opportunity for public dissent;.-^ 
Syria’s official media contain , ' 
no criticism of government po^ ; 
icy on the Gulf. Radi c al Pates- • 
tiwigoB groups In Da ma scusri- TV 
are not permitted to air thtir^ 
generally pro-Saddam views,'^ r,. ,^ 
Publications of the Popufefc/t^ 
and Democratic Fronts havsrT-f^r' 
been stopped tcowc bcahrt ^^j^;- 
and literature distributed 
the Syriartsponsored PalesttUr d r Str 
iad National Salvation Fronts 
which group s itissUtent- splinter 
factions opposed to the leadiav- - .. 
ship of Mr Yassir Arafat, 

PLO chairman, carries no Gritty. 
dsm of toe Syrian position. Jgr 

In Damascus last 
BBC reporter felt the scorn 
the authorities- when- 
referred to reports of demote^ 
strations last month ag ain s t^ , 
ft fprial policy — demjonslxdfv,^ ^ 
firms that Syrian officials iukti 
never happened. The 

his phone cut and a goacChy^ 
pjanad outside his hotel -roomj^’u ^g .' 
and was obliged t o ma ke af 
quick exit from the country. ’ -Iw-tf-'v, 

In this high-stakes poker'-- 




NEWS IN BRIEF 


Kuwaitis fear Iraqis 
plan to draft them 

IRAQ is rounding up young Kuwaitis in what they fear may be a 
first step to drafting them into the Iraqi army occupying their 
country. Renter reports from Khafji, Saudi Arabia. 

Refugees fleeing Kuwait across the Saudi border said yesterday 
that Kuwaiti men of military age were being taken off cars at 
Iraqi checkpoints. Iraqi men between 18 and 45 are liable to 
military service when a national emerg e ncy is declared. 

US-UK co-ordination talks 

Senior US and British officials will meet this week in Washington 
to discuss whether new arrangements are needed for co-ordinat- 
ing land, air and naval forces in Saudi Arabia and the Gulf 
following expanded British and French military commitments in 
the Gulf, Peter Riddell reports from Washington. 

Irishmen jailed for fleeing 

Three Irishmen have been jailed by the Iraqis for trying to leave 
the country without exit visas, Kleran Cooke writes from Dublin. 

The Irish Department of Foreign Affairs said the men were 
caught two weeks ago. They were due to appear before an Iraqi' 
court in the next few weeks. 

Medical aid from Czechs 

Czechoslovakia is to sand a field hospital and medical teams to 
the Gulf in what is believed to be the first practical contribution 
by a former eastern bloc country to support the UN effort to' 
reverse Iraq’s invasion of Kuwait, writes Xvo Dawnay In Prague. 

Iran affirms backing for UN 

Tehran has reaffirmed it would abide by UN sanctions against 
Iraq as a senior Iranian official discussed normalisation of ties in 
Baghdad, Reuter reports from Nicosia. 

Tehran Radio said Deputy Foreign Ministar Mahmoud Vaezi, 
briefing EC ambassadors in Tehran, stressed Iran’s commitment 
to the Security Council resolution imposing an embargo on Iraq. 

Riyadh and Moscow 
restore ties after 50 years 



game between Damascus 
Baghdad, in this struggfe f 
between tactics -and strategy/: 
there are great risks. Mr Assad- . . 
knows he has taken a ga mbfesjr^f 
but, as always, he is 
bumness of seeking to 
the odds against losing. V 

■ 
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Delors deplores EC 
failure to quantify aid 


A volunteer worker sprays disinfectant round tents in the Andalus refugee camp near Amman, Jordan 

Brasilia embarrassed by military links 


By Simon Fisher in Rio tie Janeiro 


SAUDI ARABIA and the Soviet 
Union agreed yesterday to 
restore diplomatic relations 
after a break of more than 50 
years, Tass news agency 
reported, AF reports from 
Moscow. 

President Mikhail Gorbachev 
met Saudi Foreign Minister 
Prince Sand Al-Faisal A1 Saud 
and expressed hope that bilat- 
eral relations between the 
countries would help settle the 
Gulf crisis, Tass saiiL 

“The restoration of diplo- 
matic relations amid an acute 
crisis in the Arab East empha- 
sised the resolve of both states 
to insistently seek the imple- 


mentation of UN Security 
Council resolutions on the Gulf 
in co-operation with other 
members ot the international 
community,” the official news 
agency said. 

Tass said Mr Gorbachev and 
Prince Saud “assessed the pos- 
sible conduct of the aggressor” 
- meaning Iraq. Prince Sand 
handed Mr Gorbachev a mes- 
sage from King Fahd, the 
Saudi monarch, without disclo- 
sing its contents. 

Earlier, the prince met For- 
eign Minister Eduard Shevard- 
nadze, and they urged the 
immediate withdrawal of Iraqi 
troops from Kuwait, Tass said. 


THE presence in Baghdad, of 
four Brazilian diplomats seek- 
ing to secure exit visas for 
more than 300 Brazilians 
stranded in Iraq has pointed up 
the military nature of the 
countries’ connection and is 
proving to 

the Brazilian government, 

Most of the Brazilians are 
employed on construction con- 
tracts, but they include a shad- 
owy group of 21 weapons spe- 
cialists working on an 
unofficial project to develop 
sophisticated missile technol- 
ogy for Iraq. 


The four-man diplomatic 
n riarirm ig fed by the Brazilian 
ambassador to London, Mr 
Paulo Tarso Ftecha de Lima, 
who was one of the key figures 
in developing commercial ties 
between Brazil and Iraq in the 
mid-1970s, under successive 
Brazilian military govern- 
ments. 

Brazil’s relations with Iraq 
have maintained dose contact 
between the military of both 
countries. Brazil has supplied 
arms in exchange for oil, and Is 
said to have helped Iraq in its 
quest for nuclear technology 


for military purposes, includ- 
ing secret shipments of yellow- 
cake uranium in I98L 

Brazil has tried to keep a low 
profile so far in the Gulf con- 
flict, supporting the UN 
embargo end riistanring itself 
from toe activities of what it 
refers to as private citizens. 

The 21 tedintetans, however, 
include ex-military officers 
who previously were employed 
on the Brazilian Air Force 
Piranha missile programme, 
abandoned in 1988 because of 
costs. They are led by military 
reservist Brigadier Hugo de 


Oliveira Piva, one of the men- 
tors of Brazil's nuclear and 
space progra m mes. He Is also 
in Baghdad, apparently able to 
enter and leave Iraq at will. 

Iraq maintains that the tech- 
nicians cannot leave because 
they know Iraqi military 
secrets. Most of the Brazilian 
citizens work on canal and 
road construction contracts 
«nd the Brazilian foreign min- 
istry says Iraq is refusing to 
issue exit visas unless the con- 
struction company, Mendes 
Junior, agrees to contract an 
Iraqi company to finish the job. 


By DavM Buchan in Brussels 

MR Jacques Delors, the 
European Commission presi- 
dent, yesterday called “deplor- 
able” the failure of EC foreign 
ministers to put a firm figure 
to the aid they had earlier 
pledged to sanctions-affected 
states in the Middle East. 

Ten days earlier, Mr Defers 
had hailed the minist e rs* prom- 
ises of aid as a sign of the 
Community's new capacity to 
take speedy decisions as a 
political unlL But British and 
Dutch opposition yesterday 
prevented further progress in 
specifying figures. 

Mr Douglas Hurd, the UK 
Foreign Secretary, argued that 
the feet that Japan had Just 
Ambled its Gulf aid contribu- 
tion and the prospect that 
“other well-to-do countries like 
Austria and Switzerland 11 ’ 
would chip in made it likely 
that in seeking Ecus- 750m 
(£522m) from the EC budget 
and the saiqe again in individ- 
ual national contributions, 
Brussels was being too 
demanding. 

Military spending - £2m a 
day in Britain's case - should 
also be taken into account, he 
said. 

None the less, Mr Hurd said 
he expected EC agreement 
within a fortnight. For his 


a® 




part, Mr (Raimi De MicbeMg, 
the Italian Foreign Minister 
chairing yesterday's discus- 
sion, sought to minimise 
disarray over general economic , 
aid and stressed yesterday's 
accord that EC emergency aid ,< 
to feed and transport refugees ^ 
should be bumped up by a ^ 
tiier Ecus 45m. '* • ‘VX 

Ministers also instructed 
Brussels to start immediate.^; 
negotiations for : 

• A new financial protocol ^'- 
with Syria worth around Ecus '. ■&£' 
146m in European Investinent^;? 
Bank loans and aid. 

• Free trade arrangements 
with members of the Gulf 
Co-operation Coamdl without 
further ado. There had been 
some possibility , that Brussels 
would ask for a new negotia- 
ting mandate which would 
have caused further delay. 

Separately,' 'yesterday Israel 
called for new and closer refer 
tions with the European Com- 
munity in the light of the Gulf 
crisis. 

Speaking at a tong-arranged 
discussion of the E C-Israel 
association accord, Mr David 
Levy, Israel's Foreign Minster, 
said his countrymen were 
“much nearer to Europe than 
our non-European Mediterra- 
nean neighbours". 


m 






Japanese oil prices rise 
despite Miti pressure 

By Stefan Wagstyl in Tokyo 




Crisis reconciles Jordan and Palestinians 


THE Gulf crisis him brought 
about a reconciliation between 
King Hussain and two radical 
Palestinian leaders who once 
vowed to topple him. Lamia 
Andoni writes from Amman. 

In separate meetings on 
Sunday, the king received Mr 
George Habash of the Popular 
Front for the Liberation of Pal- 
estine (PFLP) and Mr Nayef 
Hawatineh of ftp Democratic 
Front for the Liberation of Pal- 
estine (DFLP). 

They were the first such 


contacts since the two Pales- 
tinian leaders were banished 
from Jordan in 1970, and were 
not reported by the official 
Jordanian media yesterday. 

King Hussein and Palestin- 
ian groups have expressed 
sympathy with Iraq following 
the Iraqi Invasion of Kuwait 
and the arrival of US and 
other forces tn Saudi Arabia. 

Mr and Mr fiavat* 

meh were previously active 
opponents of King Hussein’s 
regime, which they described 


as reactionary and treacher- 
ous. Daring the dvil war In 
1970 the Jordanian govern- 
ment put a bounty on.each of 
the two leaders, considered the 
“most wanted outlaws” in the 
country. 

The King's relinquishing of 
responsibilities for the Israeli- 
occupied West Bank to' the Pal- 
estine Liberation Organisation 
(PLO) in 1968 removed a big 
source of co n te n t i on. 

The democratisation process 
in Jordan, c ulminating in par- 


liamentary elections last 
November, was balled by both 
groups as a historic tuning 
point for the whale region. 

But it was a common stand 
against the American military 
intervention in the Gulf which 
finally prompted the reconcili- 
ation, when King Hussein let 
the two come bands, to attend a 
conference of radical Arabs. 

This ended on Monday with 
a call on Arabs to attack US 
interests in the region “the 
minute the US attacks Iraq”. 


JAPAN'S OIL distribution 
companies yesterday 
announced increases of 7 to 8 
per cent In the price of petrol 
and other products in response 
to the rise in crude oil prices. 

The increases would have 
been greater had it not been 
for pressure from the Ministry 
of International Trade and 
Industry (Miti), which is seek- 
ing to minimise the hwpaet, of 
higher international oil prices 
on the Japanese economy. 

One oil company said it had 
wanted to raise the cost of a 
litre of petrol by Y10 (4p) to 
around Y132, but had been 
forced to accept an Y8 
increase. 

Miti is concerned to ward off 
I nfl a t i o n and recession. There 


United Nations steps into the Gulf spotlight, warts and all 

The Security Council is ta kin g the lead in action against Iraq. Edward Mortimer ponders how well equipped it is to do so 


T HE Security Council is 
“actually being door- 
stepped,” said a diplo- 
mat from one of its member- 
states last week, without pre- 
tending that he found the expe- 
rience other than gratifying: 

The UN Security Council is 
the centre of unaccustomed 
world attention because, for 
the first time, it is taking 
“action with respect to threats 
to the peace, brea ches of the 
peace, and acts of aggression" 
as tt is empowered to do by 
Chapter VU of the Charter, and 
so exercising its "primary 
responsibility for the mainte- 
nance of international peace 
and security". 

The forces assembling in 
Saudi Arabia are not yet under 
UN command, and no resolu- 
tion of the Council has yet 
invoked Article 42, which 
refers to “action by air, sea or 
land forces"- But the intercep- 
tion of ships suspected of 
breaking the embargo on Iraq 
already goes beyond a strict 
Interpretation of Article 41, 

which refers to “measures not 
involving the use of armed 


force". Insiders talk of “Article 
41ft”. 

All this could fly apart If the 
US decides, with or without 
some of its alltes, to take uni- 
lateral military action against 
Iraq. But for the moment tt is 
being careful to seek the Coun- 
cil's authority for its actions 
directly aimed at forcing Iraq 
to withdraw from Kuwait (as 
to those which, osten- 
at least, are designed to 
defend Saudi Arabia). And 
President George Bush, in 
promising "a new world 
order", has made it dear that 
this is to be based on “con- 
certed United Nations action 


is the 
lng role 


But how well 
UN to play the 
thus suddenly assigned to tt? 
Observers in New York see two 
principal paints erf we akness . 

One is the Secretariat, the 
UN’s executive body. Paradoxi- 
cally, the Secretariat’s status is 
actually somewhat diminished 
by the Security Council's new- 
found activism. When the 
Security Council was paralysed 
by the cold war, tt was left to 


the Secretary-General to take 
the initiative - and that often 
happened, especially in the 
days of the second Sec- 
retary-General, Mr Dag Ham- 
marekj&d (1953-1961). 

In fact Mr Hammarskjdld’s 
activism brought him into con- 
flict with the permanent mem- 
bers and they have since 
avoided appointing anyone 
with such a strong personality. 

Mr Javier Pfirez de Cufflter, 
the present Secretary-General, 
has won almost universal 
respect at the UN. He is dis- 
creet, an efficient administra- 
tor, sod rather than try to com- 
pete with the Security Council 
he has encouraged the five per- 
manent members to work 
together, especially in the dos- 
ing stages at the Iran-lraq war. 
Biit as he nears the end of his 
second five-year term he is vis- 
ibly exhausted and the search 
for a successor is beginning. 

A pamphlet* published today 
by two recently retired elder 
statesmen of the UN, Sir Brian 
Urquhart and Mr Erskine 
Childers, draws attention to 
the inadequacy of the proce- 



Pfirez de Cuellar: discreet 


dure s for selecting the Sec- 
retary-General and the lack of 
clear criteria. 

The basic criterion, they soy, 
"appears to have been to find a 
reasonably acceptable candi- 
date who could escape the 
veto". They particularly criti- 
cise the way the procedure 
operated in 1971, which gave “a 
sad impression of lack of 


top-level governmental inter- 
est, inadequate high-level con- 
sultation, opportunism, gossip, 
rumour, intrigue and a com- 
plete absence of record-check- 
ing”. (The result was, of 
course, the appointment of Dr 
Kurt Waldheim.) 

They suggest a number of 
improvements, taking into 
account the need for the UN 
not only to act in defence of 
peace and security but also to 
co-ordinate the handling of 
new global issues such as 
drugs. Aids, population and the 
environment, at present dis- 
persed among a rambling net- 
work of UN agencies. 

(One interesting finding Is 
that among 136 executive 
heads of such agencies 
appointed since 1946 only one 
has been a woman - Dr Nafls 
Sadik of Pakistan, currently 
head of the UN Population 
Fund.) 

The other problem. concerns 
the membership of the Secu- 
rity Council Itself, which is 
skewed heavily in favour of 
Europe. Four of the five perma- 
nent members (Britain, France, 


the Soviet Union and the US) 
are also members of the Con- 
ference on Security and 
Co-operation in Europe. In 
addition three of the 10 non- 
permanent members are usu- 
ally European - two from the 
western group and one from 
the uow rather anomalous east 
European group. 

This imbalance would be 
aggravated If the latest Soviet 
proposal to make Germany a 
sixth permanent member wore 
adopted. Japan would certainly 
insist that it had at least as 
good a claim, and many would 
argue that the EG should con- 
tent itself with one permanent 
seat rather than three. Brazil 
has also put forward a claim 
for itself and two or three 
other third world countries 
(India, Nigeria and possibly 
Egypt) to be given permanent 
membership, though without a 
veto. (It is often pointed out 
that the non-aligned already 
have a veto if they vote 
together, since they form the 
majority in the CoundL) 

But the veto itself is seen by 
some as an anachronism. It 


was originally introduced as a 
Concession to S talin , w h 0 
feared he would otherwise be 
by a capitalist major- 
is to ensure 
that while the Security Council 
can take action to enforce the 
few against a middle-sized 
transgressor like Iraq, great 
Power s like the US can invade 
small countries such as Gren- 
ada and Panama without being 
answerable to anyone. 

The fact that the US, thanks 
to the unwillingness of Con- 
gress to vote the necessary 
fends, is several years behind 
with its payment of UN dues 
self-righteous invoca- 
tion of UN decisions in the cur- 
rent crisis even harder for 
many other members to take. 

In the past such arguments 
were largely theoretical. 
Today, as the Security Council 
fakes decisions which materi- 
ally affect the vital interests of 
many states, they are begin- 
ning to arouse real passion. 

* A world in need of leodorshin: 
tomorrow’s United Nations 
( Dag Hammarskjotd Founda- 
tion, Uppsala, Sweden). 


are also fears that sharp prod- 
uct price increases may spark 
panic buying. 

In Hokkaido, Japan’s north- 
ern island, householders have 
complained to the local Miti 
office that shopkeepers were 
last week refusing to sell hott- 
ing oil before the expected 
price increase. A local action 
committee of consumer groups 
and labour unions dwnawiw? 
guarantees of stable supplies. 

Miti said sales of hooting- oft 
in Hokkaido ran 15 per cent 
above normal in July and 
August as some householders 
stocked up early for the winter. 
This left some users — includ- 
ing fanners and building com- 
panies — Short Of fcerrwwm and 
propane gas. 

Miti appealed to household- 
era to stop stockpiling. 

• Richard Gonxday In Tr ffpd™ 1 
adds: The Japanese govern- 
ment has lifted restrictions on 
domestic oil refineries in order 
to ensure enough kerosene, an. 
important winter fried, will be' 
available to consumers, accord- 
ing to the industry newsletter, 
Petroleum Intelligence Weekly. 
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WORLD TRADE NEWS 



&shington to 
new offer 


farm subsidies 


By Wi,!| a™ Dullforca in Geneva 
T**® US will fra hfe a revised “~ 

Sjgjf®} for Auctions STS^ 

d su PP Qrt to the (Jru- 
euay Round trade mil** next 
J^day. U Will call for cuteS 

33 70 P® r cent in 

™f ?tlc supports and even 
wore in export subsidies" over 
ui?f ri ? T t of W years, Mrs Carla 
J^- US Trade Representative, 
m Geneva yesterday. 

Mrs Hills would not disclose 
further details but described 
rue proposal as an “enrich- 
BP®*” of the original US offer. 

■i ne unphcaffon of her remarks 
if that the US may no longer 
ue insisting on the full elixnma- 
non of all farm export subsi- 
dies. 

A compromise over agricul- 
ture between the US and the 
Cairns Group of 14 farm- 
exporting nations on the one 
side and the European Commu- 
nity on the other has become 
the key to the success of the 
whole Round. 

Mr Ray MacSharry, the EC 
Agriculture Commissioner, last 
month offered a 30 per cent 
reduction in total EC assis- 
tance to fanners. The most dif- 
ficult issue in the faUfcq has 
been the EC's refusal to aban- 
don its export subsidies. 

Mrs Hills said yesterday that 
gradual and progressive cuts in 
export subsidies “ought not to 
be a problem”. But she insisted 
that an EC support mecha- 
nism, which bad produced a 
rise in export subsidies from 
$9bn last year to Sllbn this 
year, was “intolerable’*. 


The US will lodge a 
complaint about European 
Community subsidies to Air- 
bus Industrie with the Gen- 
eral Agreement on Tariffs 
and Trade, If no understand- 
ing is reached In bilateral 
discussions by the end of 
September, Mrs Car La Hills, 
US Trade Representative, 
said yesterday. A July 31 
deadline had been allowed to 
slip because US negotiators 
bad received a call from 
Brussels suggesting there 
could be greater flexibility 
on the European side and 
because Gatt was in recess. 


“We have to figure out a way 
in which the EC farmers can 
operate without distorting our 
markets,” she added. 

Mrs Hills is in Geneva tor 
three days with members of 
the US private sector advisory 
committee on trade policy to 
the Bush administration. They 
will be discussing with senior 
negotiators the problems In 
which the 15-part talks have 
become mired. 

With the Uruguay Round in 
its last 70 working days “we 
want to be sure that the 
ambassadors share our con- 
cern about how much (still) 
has to be done”, Mrs Hills said. 

Other countries have been 
looking to a lead from Wash- 
ington In the stalled talks on 
services and textiles and cloth- 
ing. Mrs Hills said one of the 
purposes of her visit was to see 
if something could not be done 
— +— 


to break the logjam in services. 

More “senior attention” was 
required in services. Mrs Hills 
promised “more policy guid- 
ance" from Washington. 

However, she denied that the 
US was being more recalcitrant 
than other countries over the 
crucial question of “coverage", 
the number of sectors to be 
covered by a trade-liberalising 
agreement in services. 

US domestic shipping, civil 
aviation and telecommunica- 
tion interests have been press- 
ing for their sectors to be 
excluded. 

Other countries bad 
similar problems, Mrs Hills 
said and cited the EC's wish to 
avoid commitments on broad 
casting. 

In the textiles talks a US pro- 
posal to switch to a system of 
global quotas when dismantl- 
ing the existing mechanism of 
bilaterally agreed import quo- 
tas has been a major stumbling 
block. 

Yesterday Mrs Hills said 
that, if no other country 
wanted to discuss global quo- 
tas, the US was willing to nego- 
tiate on five main points 
regarding a transition period to 
full liberalisation of trade in 
textiles and clothing. These 
were coverage by country and 
by product, the period of the 
transition, growth rates tor 
imports during the period and 
safeguards against disruptive 
surges in imports. 

But Mrs fflffs confessed tfrrt 
she was “enormously dis- 
tressed” that a new textile 
bill, setting up a global 
quota system, was being pat 
to the US Congress in the last 
two months of the Uruguay 
Round. - 


Flakt wins 

Skrl.5bn Ford 
paint shop order 

By Robert Taylor in 
Stockholm 

THE Flakt group, part of the 
Asea Brown-Boveri (ABB) com- 
pany, announced yesterday it 
had secured an order worth 
SKrL5bn (£139m) from Ford to 
build a paint shop for the US 
car company’s assembly plant 
at Oakville in Ontario, Canada. 

FLSkt said the order had 
been acquired through its US 
subsidiary, ABB FlSkt Alpha, 
which wul carry out the con- 
tract via a joint venture with 
Fluor Daniel of South Carolina. 
The largest paint shop Ford 
has ever had it should be oper- 
ational by January 1992. 

The order is a substantial 
boost to ABB Flfikt which 
made a profit of SKi639m last 
year and Skrl8bn worth of 
sales. The group specialises in 
the manufacturer of environ- 
ment friendly products. It 
reflects Ford’s determination 
to Improve the paint produc- 
tion environment which has a 
reputation for being dangerous 
and stressful- 


Tokyo tries to- - 
resolve metals 
row with US 

By Mlchlyo Nakamoto in 

Tokyo 

JAPAN is putting pressure on 
domestic power companies to 
buy more US-developed tech- 
nology to end an amorphous 
metals dispute. 

Mr Rabun Muto, Japan's 
trade minister, says leading 
domestic utilities could buy 
more transformers using 
amorphous metal alloys devel- 
oped by Allied Signal, a US 
company. 

Efforts to resolve the row 
caused by a complaint from 
Allied Signal it had been 
unfairly kept out of the Japa- 
nese market, reached deadlock 
when Tokyo said a US demand 
for an extension on Allied Sig- 
nal's patent was unacceptable. 

Now Tokyo wants to aid the 
row but insistence on a patent 
extension, could result in the 
talks breaking down, Miti 
saysJf that happens, and 
Allied Signal refiles its com- 
plaint after a 150-day suspen- 
sion which ends today, Japan 
may face retaliation by ApxiL 


Developing nations win 
more World Bank orders 

By Peter Montagnon, World Trade Editor 


lEVELOPENG COUNTRIES 
re playing a sharply increased 
ole in providing goods and 
entices to projects financed by 
he World Bank. 

According to figures released 
y the Washington-based insti- 
ution this week, procurement 
rom developing countries 
a tailed $2Abn (£151bn) in the 
ear to June 30, up $7i0m on 
tie level a year earlier. 

By contrast procurement 
rders received by developed 
oun tries slipped to $6.92bn 
tnn $7.18bn. 

A striking feature of tbe lot- 
st figures, which exclude local 
rocurement in each project's 
ost country, is the number of 
ew countries now winning 
i gwifteant procurement orders 
om the Bank. . 

Orders won by Brazil, China, 
outh Korea and Singapore - 
-aditionaUy large developing 
juntry suppliers - slipped 
igbMy last year, while orders 
'on by gwmiier countries sim- 
Ly listed as “others" in its 
ible jumped by over $ibn to 
L38bn. 

While this suggests that tbe 
ank is now spreading its pro- 
uement net very widely, it 
as also worked to the disad- 
intage of suppliers in the 


Industrial world. 

The UK, which has long 
been seeking to boost its World 
Rank business through a spe- 
cial co-fi n ancing arrangement, 
saw its orders drop to 5875m 
last year from $935m. The US 
was the Bank's largest single 
supplier with *L70bn (JL41bn), 
but Japan’s total slipped to 
$877m from JL32bn. West Ger- 
many notched up a total of 
$777m ($858m). Fiance $716m 
(3636m) and Italy 6374m 

($384m). 

Measured in terms of total 
Spending by the Bank on for- 
eign procurement, the share of 
developing countries changed 
little during the year, reaching 
23.5 per cent compared with 
225 per cent previously. 

However, the latest spending 
figures include outlays of 
S2.16bn on debt relief, a new 
activity for the Bank which 
does not pass through normal 
procurement channels and is 
listed separately. 

One conclusion is that 
resources applied to this activ- 
ity, which benefits mostly 
ranks in industrial countries, 
have diverted spending away 
from commercial suppliers to 
the Bank in the same richer 
parts of the world. 


EC may lift 
some duties 
on textiles 

By Lucy JCeUaway in 
Brussels 

THE European Co mmissio n is 
considering whether to lift 
some textile dumping duties 
imposed In 1988, following com- 
plaints from Community 
importers that dumping is no 
longer taking place, and that 
the continued existence of the 
duties is harming consumers of 
the product 

The duty was imposed on 
Imports of polyester fibre from 
the US, Mexico, Romania, 
Taiwan, Turkey and Yugo- 
slavia. 

A group of EC Importers 
have complained to the Com- 
mission that the exporting 
countries have Increased their 
prices so they are no longer 
dumping, and EC producers - 
now in better health anyway - 
are no longer suffering as a 
result of the cheap imports. 

Moreover, they have riniTq^i 
the continued existence of the 
duties has led to a reduction In 
imports and an increase in EC 
prices for polyester fibre - 
which has increased coats for 
users of the fibre. 

Other textile imports which 
compete with products made 
by Community polyester yam 
users have not been subjected 
to any duty and have therefore 
become more competitive. This 
has Increased the losses of EC 
users of polyester fibre. 


US tries to cash in on Soviet ‘revolution’ 

Anthony Robinson on American companies seeking big business with Moscow 


“WITH FULL backing at last 
2TOm tbe US government we 
now have a strong chance to 
do good business in the Soviet 
Union after being badly beaten 
for years by Europeans who 
had the government support 
we lacked.” 

That Is how Mr John Mur- 

S T, chairman of Dresser 
ustries, summed up the new 
climate for US-Savtet business 
following the Helsinki summit 
and the Impending Soviet con- 
version to a more decentralised 
market economy. 

Last week Mr Murphy was 
one of a “presidential delega- 
tion” of 15 chief executives of 
US corporations, led by Mr 
Robert Mbsbacher, the US com- 
merce secretary, to hold high 
level talks in Moscow with the 
specific political backing of the 
US and Soviet presidents. 

It was not always thus. Ten 
years ago he was the butt of 
official US anger when he per- 
sisted in selling & high-tech 
drilling equipment plant to the 
Soviet Union, in defiance of US 
government attempts to 
embargo the export of energy- 
related and other strategic 
exports, in the wake of the 
Soviet invasion of Afghanistan. 

Now Moscow, obsessed for 
decades by its bid for militar y 
parity with Washington, is 
looking to US companies to 
help it find alternative civilian 
employment for over 400 for- 
mer military factories and to 


attract US investment in 
energy, transportation, mass 
housing, food and other mass 
market and high-tech areas. 

Mr Mosbacber made clear 
that the US government would 
not help US companies by 
granting large scale credits, 
like Germany and other Euro- 
pean countries and was con- 
cerned about the backlog in 
trade payments of up to $ 200 m. 

He also Identified a list of 
problem areas, including con- 
fusion over who to talk to now 
the centralised system of state 
foreign trade and banking 
monopolies is being broken up, 
lack of clarity on property laws 
and ownership rights, uncer- 
tainty over rouble convertibil- 
ity and poor infrastructure. 

But after four days of Inten- 
sive talks, culminating in a 
three-hour session with Mr 
Gorbachev, the delegation 
talked optimistically of future 
deals in oil and gas, military 
conversion, mass housing, 
transport, financial services 
and co mmunica tions 
Long-standing obstacles to 
trade, like withholding of most- 
favoured-nation status until 
passage of a new liberal Soviet 
emigration law, are expected to 
be cleared by Congress shortly 
after the Supreme Soviet 
passes such a law within the 
next two months. 

Six of the 15 business chiefs 
were from oil or energy related 
businesses. Chevron, which 


US /USSR trade 
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already has a joint venture in 
the Caspian sea fa discussing 
development of a geologically 
complex multi-billion barrel 
Tengiz field in Kazakhstan. 

Mr Kenneth Derr, the chair- 
man, said the talks were no 
longer with Moscow-based min- 
istries alone but also with the 
President of Kazakhstan and 
republican authorities. Such 
people, including the mayors of 
big cities like Moscow and Len- 
ingrad, will play a much more 
important role as the central 
ministries wither and decision- 
making power devolves to 
enterprises and local and 
regional authorities under the 
“Sbatalin plan” for conversion 
to a market system within the 
next 500 days. 

Meanwhile a graphic illus- 


tration of the wider infrastruc- 
tural problems in the energy 
sector was given by Mr Mark 
Hungerford, chairman of San 
Francisco based Transisco 
Industries. Since 1989 the com- 
pany has been in a joint ven- 
ture with So v£m trails, loading- 
1,500 heated rail tank wagons 
for the transport of off in a deal 
financed through European 
banks. Last week he 
announced another $50m deal 
to lease and operate a further 

1.000 wagons on the Soviet rail- 
ways. “It is a profitable busi- 
ness and we like our Soviet 
partners who have picked up 
the new technology and busi- 
ness methods fest We are glad 
to be in the biggest rail car 
market in the world,” he said. 

Transisco makes money by 
turning round its rail cars 
three times Caster than the 
Soviet railway average. Given 
that the Soviet railway system 
has no fewer than 900,000 oil 
tank cars, (compared with only 

200.000 on the US rail network), 
the potential productivity 
gains in modernising to US 
standards are immense, he 
added. The badly overloaded 
and under- invested railways 
could do the same job with 

600.000 fewer rail cars. 

Transisco is also negotiating 

an unspecified civilian aircraft 
deal with Sukhoi, which hith- 
erto has made Soviet fighters 
and other military aircraft 

Aerospace is a particular 


fevourite for future US-Soviet 
co-operation. The two sides 
already have unprecedented 
access to former secret mili- 
tary facilities in each other’s 
countries as a result of arms 
control agreements involving 
the supervised destruction of 
weapons systems. Last week 
Mr Arznand Hammer, the 
doyen of US-Soviet business, 
announced from Israel a plan 
to re-engine Tupolev 204 and 
Ilyushin 96 aircraft with US 
Pratt and Whitney engines and 
US and Israeli avionics. 

In addition, Sealand Services 
is developing trans-Siberian air 
and express rail container 
links between Japan and 
Europe, while a delegation 
from the New York Stock 
exchange is expected in two 
weeks. Its members will offer 
technical advice on bow to set 
up the new stock exchanges 
which will make their reap- 
pearance in the Soviet Union, 
as the country embarks on 
mass privatisation of former 
state and party-owned assets. 

It is all part or the revolution 
now taking place in Soviet atti- 
tudes and institutions summed 
up by Mr Donald Barron, chair- 
man of Paine Webber group. 
"For the last few days we've 
been listening to Soviet offi- 
cials talking enthusiastically of 
concepts like enterprise, profit- 
ability, markets repatriated 
profits, convertibility. I find it 
all very exciting." 


THE POWER OF BELIEF: No.3 in a series 


We think idobiil but we ac< local. 


Take the UK for example, where 
we’ve been active for more than 

$ 

20 years, ■ Over the past 2 years $ 
we’ve been investing in Britain at a 

«s n»V ■ * . 

rate of £1 million a week and have 


created 1000 new jobs. In this time we’ve & 
also more than doubled exports to 
over £250 million. 81 We employ 
4000 people, some 2500 of whom 
work in manufacturing at our 
five plants in Basingstoke, East Kilbride, Stotfold 



Motorola in Britain: major faolities including 
5 manufacturing plants. 



and Swindon. H Now we’re investing 
£100 million in a new plant at Easter 
Inch where we’re planning to employ a 
further 2000 people to supply handsets 
for both the pan-European cellular telephone system, 
GSM, and the newPCN networks. 


What more proof do you need? 


Ktiihliii^ ( hi Brlirfs 


Motorola h investing £100 million in our 
new plant at Easter Inch, West Lothian. 
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Waigel refuses to 
rule out tax rises 
as cost of unity 

By Katharine Campbell in Frankfurt and David Goodhart 
in Bonn 


MR Theo Waigel, the West 
German Finance Minister, yes- 
terday publicly stated for the 
first time that tax increases 
cannot be ruled out to pay for 
German unity. 

Following the receipt of two 
widely publicised bills - 
DM13bn (£4.4bn) for the with- 
drawal of Soviet troops from 
East Germany and DM&3bn as 
Germany’s contribution to the 
Gulf - Mr Waigel said: “Tax 
increases must be the last 
resort when all other measures 
have been exhausted.” 

His remarks coincided with a 
report by the Bundesbank, the 
German central bank, which 
issued another stem warning 
that the country's public bor- 
rowing programme should not 
be allowed ”10 get out of band” 
even if the East German econ- 
omy is suffering “recessional 
tendencies” during the period 
of adjustment to market forces. 

West Germany’s governing 
parties previously said that tax 
increases were not necessary, 
although Mr Waigel has hinted 
that a reduction in corporate 
tax planned for next year may 
have to be postponed. In 
response to Social Democrat 
pressure for more details on 
the costs of unity nranncTInr 
Helmut Kohl said at the week- 
end that a balance would be 
drawn np after unity on Octo- 
ber 3. 

The cost of German unity 
coloured the conclusions 
drawn up by Bundesbank in its 
September monthly report. The 
central h ank points out that 
the net credit requirements for 
all public sector bodies, includ- 
ing the German unity fund, but 
excluding the East German 
trust fund, would be “unlikely 
to be less than” DMIOObn for 
1990- 

It therefore urges spending 
restraint at both federal and 
state level Because the Lfinder 


and local authorities have so 
far borne far less of the brant 
of German unification costs - 
in a period where tax revenues 
have been particularly buoyant 

- the bank suggests rising 
state and local expenditure 
should be particularly “ener- 
getically curtailed". 

Despite the uncertainty sur- 
rounding the cost of unifica- 
tion, the authorities expect 
long-term yields in the bond 
market to settle around the 
current, relatively high, 9 per 
cent mark - partly on account 
of the buying appetite of 
domestic Investors. But the 

hank also cautinna that rates 

are equally unlikely to fall, 
given domestic factors, as well 
as the worldwide savings 
shortage. 

Bundesbank monetary policy 
has remained virtually 
unchanged daring the summer 

- weathering both the intro- 
duction of the D-Mark in East 
Germany at the beginning of 
July, as well as the onset of the 
Gulf crisis in August. The 
report Indicates this stance Is 
expected to continue. 

However, policy could 
tighten, it hinted, if oil prices 
rise dramatically, or ir the 
D-Mark weakens from its cur- 
rent position of strength, or if 
domestic prices and wages spi- 
ral upwards, feeding on “home- 
made” inflationary adjust- 
ments. 

This month’s report also 
highlights that, since the 
bank’B writ extends to East 
Germany following currency 
union, monetary targeting has 
become more difficult - the 
bank does not expect to pro- 
duce a reliable M3 measure for 
both Germanys before the end 
of the year. 

To date, it only has available 
a combined figure for cash in 
circulation, which rose in July 
by 10.5 per cent 


SPD is failing to make 
headway in opinion polls 


By David Goodhart in Bonn 

ELEVEN weeks before the first 
all-German elections which 
take place on December 2 ( 
opinion polls suggest that the 
opposition Social Democrats' 
ability to mount a convincing 
challenge to Chancellor Hel- 
mut Kohl’s centre-right coali- 
tion is slipping away. 

An all-German Emnld poll 
published at the weekend gave 
the centre-right CDU/CSU 45.5 
per cent a 1 2 per cent lead 
over the SPD. A poll by the 
ZDF TV station published yes- 
terday gave the CDU/CSU 44 
per cent an 8 per cent lead 
over the SPD. 

The effectiveness of Mr 
Oskar Lafontaine, the SPD’s 
candidate for Chancellor, as a 
campaigner, and the volatility 
of opinion in East Germany, 
mean that a surprise catch-up 
cannot be ruled out But cur- 
rently the SPD seems fatally 
flawed by its continuing weak- 
ness in East Germany and the 


reluctance of voters in either 
Germany to blame East Ger- 
many’s economic problems on 
the government in Bonn. 

The East-SPD scored only 
2L9 per cent in the free parlia- 
mentary elections last March. 
But the SPD hopes that that 
was merely a vote for the 
D-Mark, and did not signify 
underlying political prefer- 
ences, have been dashed. 

Last month SPD support in 
East Germany rose to 30 per 
cent, but in the latest poll it 
has fallen back again to 24 per 
cent. 

The SPD faces farther prob- 
lems from a revival of the 
Greens in East Germany who 
now poll 10 per cent after their 
decision to merge with the Cit- 
izens Group which led last' 
year’s revolution. 

The PDS, the former Com- 
munists, are also threatening 
to draw away some of the 
left-wing vote. 


Walesa confirms he will run for the presidency 



Walesa: seen as likely winner 


MR Lech Walesa, the leader of 
Poland’s Solidarity movement, 
yesterday finally declared his 
ambitions by announ- 
cing his intention to run for 
the presidency, Christopher 
Boblnstd writes from Warsaw 

In a statement issued in 
Gdansk, Mr Walesa said: “I 
offer society my readiness to 
be a candidate in general elec- 
tions for the of President 
of the Republic of Poland. For 
m e thin means the fulfilment of 
the oath I took in August 
i960,” a reference to when Mr 
Walesa led the shipyard strikes 
which gave birth to the Soli- 
darity movement. 

The statement came on the 
eve of a meeting between the 
country's political leaders. 


General Wojciech Jaruzelski, 
the President, who says he 
does not want to complete his 
five-year term, Mr Walesa, and 
Cardinal Joseph Glemp, the 
Polish Primate. 

The meeting, called at the 
Primate’s initiative, shows that 
the Catholic Church is still 
intent on playing an important 
political role. But the meeti n g 
is also designed to seek ways of 
dismantling the “round table 1 * 
arrangement under which 
Poland has been governed for 
the past year. 

The round table agreement, 
which was formed during the 
spring of 1989, was originally 
aimed at establishing a modus 
vivendi between the commu- 
nists and the opposition. Since 


Solidarity’s crushing victory In 
last year's elections, it has 
indicated that moderate poli- 
cies will be followed towards 
Poland's former rulers. 

Mr Walesa’s drive for the 
presidency over the past few 
months has, however, been 
conducted under the twin mes- 
sage: that the present govern- 
ment under Mr Tadeusz Mazo- 
wiecki, the Prime Minister, has 
been too slow in ensuring eco- 
nomic changes, while the for- 
mer communists have too 
great a role. 

Mr Mazowiedri, who is being 
urged by his supporters also to 
stand for the post of president, 
has argued that the policies 
urged by Mr Walesa, who Is 
likely to win the election, run 


the risk of bringing chaos. 

At today’s meeting Cardinal 
Glemp will be looking to tne 
participants to provide a digni- 
fied exit for Gen Jarroeteg. 
who wants no political witcn 
hunts. A consensus has also to 
be built in parliament, where 

deputies from the former estab- 
lished parties, such as the com- 
munists, still have a majority 
and are arguing for a propor- 
tional electoral law. 

On Thursday, there will be a 
key debate in parliament 
which should throw light mi 
when elections could be held. 
The earliest possible date for a 
presidential election is the end 
of December- Parliamentary 
pTpfltinnK are mooted for next 
spring. 




Food ultimatum for Gorbachev 


By Quentin Peel in Moscow 

THE city of Sverdlovsk, 
industrial capital of the Soviet 
Ural Tnnnntflinc r has issued an 
ultimatum to President Mik- 
hail Gorbachev: supply us with 
food, or our factories win stop 
producing goods for the state. 

An extraordinary address, 
spelling out a disastrous short- 
fall in meat supplies to the 
city, as well as sugar, ciga- 
rettes and other products, was 
sent by the Sverdlovsk Soviet 
of People’s Deputies - the city 
council - to the Soviet leader, 
as well as to Mr Nikolai Ryzh- 
kov, the Prime Minister, and 
Mr Ivan Silayev, premier of the 
Russian federation. 

It coincides with new evi- 
dence of a looming meat short- 
age In Moscow as well, with 
only five days supplies of meat 
left in the capital city’s stores. 

Both reports underline the 
increasingly desperate state of 
the Soviet economy, described 
in the Soviet parliament yes- 
terday by Professor Abel Agan- 
begyan, the leading economist, 
as “catastrophic”. 

Sverdlovsk, a city of some 
L5m people, boasting a major 
engineering and defence indus- 
try complex centred on Ural- 
mash - the giant Industrial 
combine once headed by Mr 
Ryzhkov - is regarded by 
many as a touchstone for con- 
ditions in the Russian heart- 
land. Keeping it supplied with 
food is a crucial task for any 
national 

In its address, the city coun- 
cil warned that they will sus- 
pend supplies from city facto- 
ries if food orders from regions 
as for as Krasnodar, Lip- 
etsk and Orenburg are not ful- 


filled. As for Moscow, 730 out 
of a total of L274 meat shops 
are no longer selling meat, and 
750 are no longer selling sau- 
sage, according to Izvestia, the 
government newspaper. 

At the beginning of last 
week, the city stores contained 
only 12,000 tonnes of meat, 
enough for five days' consump- 
tion. 

On the brighter side, the cap- 
ital’s bread shortage seems to 
have eased in recent days, and 
a combination of cigarette 
ratinning, with free prices for 
the best brands, has also 
replenished tobacconists' 
shelves. 

However, Professor Aganbe- 
gyan, arguing in the Supreme 
Soviet in favour of the most 
radical plans for a 500-day tran- 
sition to a market economy, 
warned that gloomy economic 
figures for the first eight 
months Of the year nndertineri 



Ryzhkov; details on shortfall 


that the trend was getting 
steadily worse. He said there 
was a “catastrophic foil" in oil 
output, the country's largest 
single export revenue earner, 
which would mean a drop in 
revenues of $10bn (£5.4bn) over 
the next two years if it contin- 
ues. 

He also warned that the bud- 
get deficit, supposed to be lim- 
ited to RbsdObn this year, was 
now running at double that 
rate, or RbsSObn a quarter. 

Figures produced by Gos- 
plan, the state planning com- 
mittee, for Prime Mini ster 
Nikolai Ryzhkov, show that 
there was a shortfall in deliv- 
eries by state enterprises to 
consumers of Rbs5.2bn in 1989, 
and RbsfL2bn in the first eight 
months of 1990, or an increase 
in the shortfall of 58 per cent. 

Although the drop in indus- 
trial production is officially put 
at only 0.7 per cent, the zeal 
decline is thought to be much 
larger once disguised inflation 
is taken into account 

On the housing front only 34 
per cent of planned housing 
was built in the first seven 
months of the year, and in the 
first nine months it will be 
only 50 per cent 

The outlook on the energy 
front is perhaps most worrying 
of all, with a predicted short- 
fall of 125m tonnes of fuel - 
jwpTnrihig 50m tozmes of oil and 
40m tonnes of coal for the year 
as a whole. 

The Gosplan report predicts 
serious difficulties in petrol 
supplies, in meeting oil export 
commitments, and in supply- 
ing coking coal to steel plants. 


EC opens up public 
procurement market 


By Lucy Kellaway in Brussels 


NEW rules that will force EC 
member states to open their 
markets in public purchasing 
to competitive practices, and 
which could result in large 
annual savings of up to 
Ecu20bn (£14bn), were yester- 
day finally adopted by industry 
ministers in Brussels. 

Beginning in 1993, public 
buyers in the important sectors 
of energy, transport, telecom- 
munications, and water, which 
until now were excluded from 
EC rules on procurement, will 
have to give a fair chance to 
suppliers in all member states. 

The directive has been 
highly unpopular with third 
countries it contains a 

"buy Europe” clause. This will 
allow buyers to prefer Euro- 
pean bids so long as they are 
no more than 3 per cent dearer 
than th*» best hfo from a third 
country. 

The new rules will apply to 
all works contracts of over 
Ecu5m and to supplies con- 
tracts of Ecu400,000, except for 
tplgfftt mmiinteaBnnM, where the 
thresho ld has been set slightly 
higher at Ecu600,000. 

The passage of the directive 
almost completes the EC’s 
ambitious legislative package 
to tighten up practices in all 
kinds of public procurement - 
where at present all but some 5 
per cent of the demand is met 
by the member state itself. 

Meanwhile, ministers from 
II member states - with 
Britain alone in opposition - 
yesterday gave their support in 
principle to the of introdu- 


cing a levy on blank tape s in 
the Community, and instructed 
the Commission to come up 
with a proposal for a directive. 

The UK is against any such 
levy, on the ground that it 
would be difficult and costly to 
collect and to distribute, and 
that most of the proceeds 
would go into the pockets of 
US perfo rmer s. 

Another measure on which 
the UK is also the strongest 
detractor — the European 
Company statute - also took a 
mean step forward at yester- 
day’s meeting. Although there 
is still much disagreement cm 
the text of the statute, minis- 
ters appear willing to concen- 
trate their efforts to getting 
agreement on it, and in the 
process appear to have aban- 
donned the related 5th com- 
pany d ire ct i ve, which has been 
a round for the last 20 years or 
more. 

Both measures have proved 
difficult as they contain 
clauses on worker participa- 
tion - a bSte noire of the UK 
employers and a favourite in 
West Germany. The Fifth Com- 
pany Law directive, which 
would make worker participa- 
tion compulsory, is unlikely 
ever to be agreed in its present 
form. By contrast the Company 
statute would leave it up' to 
companies to chose the sort at 
participation they wanted, 
going man a very weak ver- 
sion to a tnn di stronger o n e . 
Even this is not acceptable to 
the UK. which would like a 
system more flexlhle stfiL 






Hungary to convert military airfields 

By Paul Betts in Budapest : , 


HUNGARY is planning to 
convert former Soviet military 
airfields into a network of civil 
airports as part of efforts to 
turn the country into an 
important East-West air trans- 
port hub. 

Senior Hungarian civil avia- 
tion officials said yesterday 
negotiations have started with 
the government over the 
future of some 50 military air- 
fields, including six large 
Soviet air bases. They also said 
that Boeing and Lockheed, the 
two US aerospace companies, 
were also looking at one of the 
bases at Tokol, near Budapest, 


as a possible site for a new 
dvil jetliner maintenance cen- 
tre, they said. 

Officials also confirmed 
plans to attract foreign inves- 
tors to the main Budapest 
international airport. They 
said BAA, the former British 
Airports Authority, was well 
placed to play a role in its 
development A central feature 
of the restructuring of the 
Hungarian aviation industry 
will involve the privatisation 
at Mai ev, the national carrier. 
Mr Tomas Deri, the new man- 
aging director of Malev, said 
privatisation was expected to 


start in 1993 and be completed 
by 1995. 

The airline is also looking 
for Western partners and is 
planning to invest in new 
Western aircraft to renew its 
fleet of Russian airliners. Boe- 
ing and the European Airbus 
consortium are currently com- 
peting for a Malev order for 
three wide-body aircraft. 

The airline reported a pretax 
profit of 223m <£l2.4m) last 
year an sales of about $2Q2m 
and expects to be in the black 
again this year. But Mr Deri 
said the airline was budgeting 
for a deficit next year. 


Norwegian PM may resign 
over financial irregularities 


NORWAY’S Conservative 
Prime Minister, Mr Jan P. 
Syse, already struggling to 
revive his declining popularity 
may be forced to resign follow- 
ing revelations of alleged irreg- 
ularities, negligence and viola- 
tions of Norwegian corporate 
law in his own companies' 
accounts, Karen Fossli writes 
from Oslo. 

Mr Syse has publicly admit- 
ted that he had violated corpo- 
rate law by not registering 
company accounts, for which 
there is no precedent of anyone 
ever being convicted. Techni- 
cally, this can carry financial 


penalties and/or up to one year 
m jafl. 

"I regret the violation of 
(Norwegian) securities’ laws in 
these companies,” Mr Syse said 
yesterday. But Aftenposten, 
the leading conservative daily, 
was unmoved. It called for his 
resignation yesterday. 

The Storting, Norway’s par- 
liament, currently in recess, is 
expected to address the issue 
when it reconvenes next Man- 
day. But in the meantime, Mr 
Syse has sought to quell con- 
troversy by hiring two of Nor- 
way’s foremost authorities in 
accountancy and taxation. 


Thatcher ^ 

warning to 4 
Prague on 
reform 

By tvo Dawney in Prague^ 

mras Margaret Thatc her 
British Prime Minister, yesfe : 
day paid a warm tribute to 

Czechoslovakia's demwajtc;^,, 
revolution, but war ned th atV;. / 
the flow of foreign investment:,,' ^; 
and EC membership d epended . 
on wide ranging legal r efigm s V; ^: 
and an end to bureau cratjc £ jBg 

hurdles. „ , - - 

On the first foil day. oTaT-^' 5 
week-long European tour to ^ 
Czechoslovakia, Hungary and \^ 
Switzerland, Mrs Thatcher - ^ 
paid fulsome praise to Presfc ^^ 
dent Vaclav Havel for hi s lead- ^7. 
fog role in the country's., 
sition to democracy. _ __ 'tf-i- 

She also announced tne int-‘ -- -• 
ing of all visa restrictions 
from October 1 on Czechoslo- 
vak citizens seeking to visit 
Britain, a recent source of dtei'.&jjSiii 
josnati c wrangling. ''•-'vh-jJ 

Welcoming the Prime Minis- ■io™ 
ter, the first ever British', 
leader to visit Czechoslovakia, " 1 - - C 
President Havel in turn 
praised the UK’s wartime role 
during toasts at an official' 
htm-h at Prague Castle^ “We- 
need to strengthen our ties ” 
with those countries who have 
not fallen victim to Commu- 
nist totalitarianism and 
remained faithful to the main :, 
stream European Humanist' ' 
tradition,” he said. -- 

Mr Havel also apologised for. 
the “hesitant" nature of 
Czechoslovakia's first steps f j 
towards a market economy, '•-* 
promising that privatisation ; -yj 
legislation would be tabled. 
shortly. “The time has come . 
for concrete deeds. The path. . .;' , 
we have chosen will not be 
easy but we realise it is the 
only one we can take.” 

Britain M a particular rote 
to play in opening np eco- 
nomic opportunities and the 
Czech market for its product, 
especially of high technology 
goods. “Your special experi- 
ence in the field of privatisa- 
tion is at crucial importance to 
us," he added, welcoming 
assistance now being made 
available under the UK’s 
£5L25m know-how consultancy 
programme; 

On the Czechoslovaks* 
efforts to transform their econ- 
omy, the PM emphasised the 
need for bold measures to lib- 
erate markets. While support- 
ing EC membership for all the 

K ni typ an cftnpMtm in Mm 

longer term. She insisted that 
the time scale would -depend 
on how qirickly stable regula- 
tions could be established. 

In s veiled reference to tiw» 
growing economic influence of 
Germany, President Havel 
added that his country was 
-determined In future not to 
have its trading relations dom- 
inated by any one state. “We 
have undergone that experi- 
ence before and it was not a 
happy one,” he said. 

Today Mrs Thatcher is 
scheduled to address the 
Czechoslovak Federal Parlia- 
ment when she is expected to 
make a public apology for the 
failure of the Western powers 
to rally adequately to the 
country’s aid both during the 
Munich crisis of 1938 and dur- 
ing the Soviet invasion 80 
years later. 




A 


Property Claims 
in the German 
Democratic Republic 

In a Regulation dated 11 July, published in its Official Gazette 
of 27 July, the Government of the German Democratic Republic 
(GDR) provided for the registration of claims to immovable 
property expropriated in the GDR subsequent to 3 October 1949 
and foreign owned property taken into state administration as 
from 8 May 1945. The deadline for the filing of applications 
with the appropriate GDR authorities was originally 31 January 
1991 but this has now been advanced to 13 October 1990. 


The Foreign and Commonwealth Office have conveyed the 
contents of the Regulation to British nationals whose 
claims were registered by the Foreign Compensation 
Commission under the terms of the Foreign Compensation 
(German Democratic Republic) (Registration) Order 1975, 
by letter addressed to their last known address. 


Any registrant who has not yet received a letter, or any 
other British nationals having claims against property in 
the GDR, should contact: 

CLAIMS DEPARTMENT, 

FOREIGN AND COMMONWEALTH OFFICE, 

OLD ADMIRALTY BUILDING, LONDON SW1A 2AH 
(TEL: 071-210 6312/6313). 


Portugal announces large capital investment plan for infrastructure 

By Patrick Blum in Lisbon 


THE Portuguese government has 
announced new capital injections of 
Esc34bn (£l30m) in four state-owned 
transport companies, as part of a pro- 
gramme aimed at speeding up infras- 
tructural development and improving 
the companies' financial standing. 

The largest share will go to Brisa, the 


road construction and management 
company, which will receive Escl7.7bn, 
including Esc3-6bn to raise Us capital 
and Esc5bn for new investments. 

Caminhos de Ferros Portugueses, the 
state railway company, will receive 
Escl29bn for modernisation and finan- 
cial support, and Metro, the under- 


ground public transport company, will 
receive Esc2^hn for new investments. 
Carris, the Lisbon tramways and bus 
company, will receive Esc&3bn. 

The government is spending about 
Escl20bn a year on transport infrastruc- 
ture, of which GO per cent is earmarked 
for roads. Even in the cities roads 


can be poorly maintained. It is part of a 
massive programme to modernise com- 
munications and help achieve a more 
bala n ce d regional development. 

But previous years of neglect still 
leaves Portugal with a badly and 
une venl y developed transport infra- 
structure. 


Drug traffickers turn to Spanish markets 

Concern grows at the rise in heroin and marijuana smuggling, writes 

'■ ^ DAU TOP . . ... 


F rom the mis above 

Algeciras in southern 
Spain, not far from Corn- 
andante Juan Lara’s office, the 
Rif mountains loom so large on 
the horizon it is hard to believe 
they are B miles away. 

"People sometimes don’t 
believe me when I tell them I 
can almost see it growing over 
there,” says Mr Lara, chief at 
the big Guardia Civil barracks 
in the port 

“It” is marijuana. The Rif 
are in Morocco across the 
Straits of Gibraltar, which 
partly explains how Spain has 
become, in just the last two or 
three years, the chief entry 
point of narcotic drugs into 
Europe. These days Coman- 
dante Lara estimates that his 
force captures an average of 
1,500kg of concentrated resin 
— hashish - from the Rif mar- 
ijuana plants every month, 
more than double that of five 
years ago. 

Most experts, though, believe 
that is just a fraction of the 
hashish getting through. And 
while the haahiah gangs have 
settled upon the shortest route 
into Spain. Turkish heroin 
flows in through Barcelona 
port and, most worrying of all 
to the Spanish authorities, the 
tobacco smuggling families of 
Galicia have turned their 
sophisticated distribution net- 
works to Colombian cocaine. 
According to figures com* 
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Spain 


piled by Interpol, 39 per cent at 
the 171 tonnes of heroin, 
cocaine and hashfel] seized in 
Europe (Including Turkey) last 
year were taken in Spain. The 
713kg of heroin seized last year 
was bettered only by Turkey 
and represented a 57 per cent 
increase on 1988 takings. 

The 1.8 tonnes of cocaine 
found by police was double the 
amount captured in France 
and nearly three times the Ital- 
ian hauL In the meantime, 
some 600 Spaniards are expec- 
ted to die this year through 
drug abuse. Only 82 addicts 
died in 1962. The Spanish her- 
oin market alone is estimated 
to be worth $lbn a year. 

Partly, the Increase in quan- 
tity of drugs found by police is 
a measure of the extra effort 


being put into combating traf- 
ficking. “We are getting bet- 
ter," says Mr Javier Zaragoza, 
leader of a team of five public 
prosecutors established in 
Madrid last year to concentrate 
on smashing drug rings and 
the laundering of drug money. 

Mr Zaragoza and his col- 
leagues around the country 
bave had some spectacular suc- 
cesses recently. In June, he 
and a Madrid judge led a raid 
on a Galician drug ring that 
netted nearly 20 people, inctad- 
mg a leatUwg Madrid socialite, 
suspected of working with the 
notorious Medefiu wwinf car- 
tel in Colombia. 

A shared language makes 
Spain a perfect entrepot for 
South American cocaine Into 
Europe. Soon afterwards, a 
dozen or so members of the 
national police force in Alged- 
zas were taken into custody on 
suspicion of living off the 
spoils of the hashish trade. In 
July, a police swoop in Gran- 
ada netted 10 people, Including 
a lawyer, and a Grenadine 
judge has been suspended 
pending an investigation into 
his alleged links with the ring. 
In late August police in Madrid 
seized 77kg of heroin, their big- 
gest ever han^ 

Offidal response to the twin 
crises of trafficking addic- 
tion, though slow, is speeding 
up. While possession of narcot- 
ics is still not a crime In Spain, 


the government is considering 
tightening the law. Archys, 
Madrid’s most famous disco- 
theque, was shut down in July 
in the face of overwhe lming 
evidence that many of its cli- 
ents were buying and snorting 
cocaine on the premises. 

But MadrUenos say although 
roe toilets of most of the capi- 
tal s discotheque are still jam- 
packed with people taking 
cocaine, the arrests may be 
having an effect. While the 
street price has remained 
steady for years at around 
Pt al 2,000 (£6332) a gram, there 
are signs that it may be going 
up. Jokers in Mar be 11a, the 
swish Costa del Sol resort, sav 
being drfron any 
by fugn drug prices, not neces- 
sanly by poor facilities and 
polluted beaches. 

D rug trafficking is 
becoming more danger- 
ous. Mr Zaragoza con- 
nnns that any sudden display 
of great wealth - a grand new 
house or car — in Spain these 
days could lead to some form 
ofj investigation by police. With 
official access to bank accounts 
a mere formality In Spain now 
the authorities have the power 
to freeze the assets of sus- 
pected traffickers or money 
wanderers. Citizens, too, have 
forced the police to act on a 
number of occasions in big 
cities this year after forming 


angry protests in front of the 
apartments of known dealers. 

But it is an almost impossi- 
ble Job. A recent survey shows 
that only two of the dozens of 
luxury marinas along the 
Costa del Sol have any fcimi erf 
police or customs presence and 
the Spanish claim that tax-ex- 
empt companies in Gibraltar 

have become a haven for Iaun- 
dering drug money. The 
Gibraltarian authorities 
strongly deny this, bat concede 
«at dose supervision of the 
some 30,000 offshore companies 
registered on the Rock is diffi- 
cult. 

§Psnish suspicions are nev- 
gJSjw ^strengthened by sta- 
tistics which show that Gibral- 
tar-registered companies are 
now the biggest source of real 
estate investment in Spain. 

nn3h!^ k Spanish border 
now but one day soon It will be 
a European border," says Com- 

drugs landed on Spanish coasts 
wat its international airports 
!7®hably And their way into 

CfHnanrfnwf ® Uro P e - But the 
men already 

SKIS their time 

^^ngthe drags trade and 
Guaniia Civil 
S ^PPed with a 
2SS J 0, the European Com- 
{JjUJjtty’s open borders planned 
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IN 

COUNTRIES ALSO MEANS COPING with cross-border 
insurance issues. 

NOT TO WORRY. The Zurich Group can now solve these 
issues through a new pan-European service concept. 

THROUGH ZURICH INTERNATIONAL in the 
UK, Belgium, France, Germany, Italy and the Netherlands, a multi- 
local concept ensures on-site risk analysis wherever your operations 
are located. This internationally coordinated service enables you 
to control, reduce and insure your risks ... all in English and you 
won’t even have to leave your office ! 

THIS CONCEPT, TOGETHER WITH A FULL RANGE 
OF PRODUCTS AND SERVICES, underlines our objective to 
be a professional market leader. 

THE ZURICH EUROPOLICY PROVIDES coordinated 
coverage for all your risks in Europe. It complies with EC and 
domestic regulations and specifically addresses EC market needs. 

SHOULD YOUR REQUIREMENTS EXTEND BEYOND 
EC BORDERS, you can still stay with us. The Zurich is one of 
the world’s leading insurers. We serve all major industries in some 
80 countries. Zurinet, our computerized worldwide data network, 
gives us instant access to crucial information. 

EVEN IF YOUR INTERESTS are still primarily national, we 
are the ideal partner. The Zurich Group is backed by capital invest- 
ments worth nearly £ 21 billion - just one of the reasons why all major 
financial analysts regularly give us an AAA rating. Another is the 
commitment to personal service given by all our 33,000 employees. 

UK. EUROPE. Worldwide. Wherever you are planning your 
future, make it more secure through Zurich International. 

IN THE UK, call us on 071-702 4550 or talk to your 

brokers about our products and services. You can also 

call Zurich International ZURICH in Brussels, Frankfurt, 
Milan, Paris or Leid- INTERNATIONAL schendam/The Hague. 


GLOBAL SECURITY 
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Zurich International (UK) Limited. Registered in England. Reg. No. 41334. Registered office, Zurich House, Stanhope Road, Portsmouth, POllDU; 
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ACCADEMIA ITALIANA DELLE ARTI E DELLE ARTI APPLICATE 

24 RUTLAND GATE LONDON SW7 1 BB-4th SEPTEMBER-13th OCTOBER 1990 
Opening times: Tuesday to Saturday 10am-5. 30pm - Wednesday until 8pm 


PRIVATE 

BANKING 


Tbit tatnouace me m a p pears aa a matter qfncord only. 


State Street Boston Corporation 
is pleased to announce the formation of 

State Street 
Global Advisors, Inc. 


(with locations in the U.JC, Belgium, Australia, Japan, 
■ Luxembourg, Hong Kong and Canada) 


to provide investment management 
services to global investors. 

Nicholas A. Lopardo, Chairman 
Timothy B. Harbert, President 


The Financial 
Times proposes to 
publish this survey 
on: 

9th October 1990 


For a foil editorial 
synopsis and 
advertisement details, 
please contact: 

Robert Forrester 
on 071-873 3206 

or write to him at: 

. Number One 
Southwark Bridge 
London 
SE19HL 




State Street has $4,000,000 in assets 
urzder management in global portfolios 


July 1990 


CALIFORNIA 

The Financial Times 
proposes to publish 
this survey on: 


o i tTi J muj i.'-i M LVi 


For a full editorial 
synopsis and 
advertisement details, 
please contact: 


KilUCrfWnMC 


DUNBAR-JOHNSON 

on (212) 752 4500 
(New York office) 
or Anna Fairfax on 
071-873 4107 

or write to him/her at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 



Pakistan 


INTERNATIONAL N 

fears return to army rule 




Politics are daily growing more bitter, David Housego reports 


P AKISTANI worst fears 
may not yet materialise, 
but there is already an 
uneasy foreboding of bn pend- 
ing political deadlock, and of a 
country edging hack to the 
abyss of mQttary role. 

“We could -be walking into 
the trap,” says one senior min- 
ister. He had believed that elec- 
tions on October 24 would give 
legitimacy to last month's dis- 
missal of Prime Minister 
Bhutto - and would vote in an 
army-backed alliance of conser- 
vative and Moslem parties. The 
risk now Is that the election 
could confirm the popularity of 
Ms Bhutto, polarising the 
country further anil hastening 
army intervention. 

Minister s, officers anil diplo- 
mats are sure President Ghu- 

Tam Tshaq Khan and the army 

leaders will not tolerate Ms 
Bhutto’s return to power. They 
accepted her two years ago, 
but evidence is growing that 
they sought to remove her 
between August and October 
1989 in a move they aban- 
doned. 

They believe that the “cor- 
ruption, nepotism and incom-' 
petence” of her administration 
has deprived her of the right to 
be Prime Minis ter, a senior 
officer says some of his col- 
leagues axe saying “she must 
be stopped at any cost”, 

though the means and timing 
are left vague. 

Islamabad is rife with 
rumours - that the interim 
administration of Prime Minin , 
ter Ghulam Mustafa Jatoi will 
resign, that the army of Gen 
Aaiam Beg fitCSS in ternal chal- 
lenges, or that polls will be 
postponed. Most are 
unfounded. But President Ghu- 

hwn Tehaq Tran fait it necessary 

to repeat that elections will be 
held on time. 

Since sacking Ms Bhutto on 
August 7, the plans of Presi- 
dent and army have gone awry 
in a way reflecting their own 
mistakes and Ms Bhutto’s 


Banker given 
immunity 
in Li trial 

By Angus Foster in Hong 
Kong 

A SENIOR merchant banker 
with Wardtey Holdings, a sub- 
sidiary of Hongkong and 
shanghai Banking Corpora- 
tion, yesterday admitted he 
Tm*” 1 F™ hm«mwHy frnm 
prosecution in the corruption 
trial of Mr Ronald U, former 
chairman of the Hong Kong 
Stock Exchange. 

Mr Keith Holman, a director 
of Wardley, is a key witness 
for the prosecution i n the case. 
He has been given immunity 
foam prosecution by the cola* 
try’s legal department 

Mr Holman also said his 
decision to sell Mr Li 500,000 
Cathay Padflc Airways shares 
before the company’s stock 
market listing In 1986 was 
intended as “a benefit? 1 for Mr 
LL 

Wardley was Joint adviser 
with Baring Brothers to 
Cathay pacific’s flota tion . The 
court has heard that Mr Li 
telephoned Mr Holman a week 
before the listing and asked 
for shares. Mr Holman con- 
sulted his chief executive, Mr 
John Band, before agreeing to 
sell the shares foam Wardley’s 
own prefe rentia l allocation. 

Wardley made only one 
other special sale of shares 
from its own allocation, to 
Haag Seng Bank, another 
Hongkong Bank subsidiary. 

Mr Holman was giving evi- 
dence at the start of the third 
week of the trial of Mr Li, who 
has pleaded not guilty to two 
charges of accepting shares in 
Cathay Pacific and Novel 
Enterprises, a Hong Kong 
knitwear company. Bar LI Is 
charged with accepting shares 
in the two companies as a 
r e w a rd for assisting with, or 
not delaying, the two compa- 
nies" listings. 

Mr Hnhnan said wlHiiy tJ |P 

shares to Mr Li was not a 
reward for the listing, but was 
a benefit. “To the ttk 

would be a benefit toThim, yes, 
that was the case,” he mm. 


A senior minister in 
Pakistan’s army-backed 
caretaker government said 
yesterday that the US 
ambassador to the country 
should be recalled and 
replaced, AP reports from 
Islamabad. 

A speech Mr Robert 
Oakley, the US ambassador, 
made last week in 
Washington has caused a 
furore In Pakistan, 
generating a flurry of 
newspaper articles accusing 
him of interference. "My 
private opinion Is that they 


determination. The President 
initially lost the high moral 
ground by nominating an 

interim cabinet innliirting some 

ministers with a reputation no 
better than Ms Bhutto's col- 
leagues. 

Since then, the new govern- 
ment's attempt to discredit Ms 
Bhutto and her ministers 
through corruption charges 
filed in tribunal fas backfired. 
Cases have been ill-prepared, 
there have been disputes on 
which to put before the courts, 
and many charges, when pres- 
ented, have seemed insubstan- 
tial. Most humiliating, the 
Lahore tribunal last week 
threw out a case against Mr 
Jehangir Badr, former Petro- 
leum Minister, and one of the 
administration’s main targets. 

Ministers concede that the 
handling Was been “incompe- 
tent" and the President has 
suffered because he is seen to 
have lacked firm evidence 
when he sacked Ms Bhutto's 
government, largely for alleged 
corruption. In a bid to salvage 
the exercise, the President last 
week brought Mr Rafi Raza, 
Production Minister and a 
dose adviser and lawyer, into 
the small group that will deter- 
mine what charges will be 
brought and when. 

The government has laid 


should send someone more 
sensible,” Mr Zahid Sarfraz, 
the Interior Minister, saw. 

In his speech to the Aria 
Society, Mr Oakley said the 
special tribunals set op to 
investigate charges of 
political corruption should 
not be restricted to ousted 
Prime Minister Benazir 
Bhutto and her former 
government. He said the 
tribunals also should probe 
the political practices dating 
back to 1985, when many 
of Ms Bhutto’s opponents 
governed the country. 


Itself open to accusati ons o f 
being one-sided in only bring- 
ing charges against Ms Bhut- 
to's People’s Party (PPP). “The 
public feel this is unfair and a 
force,” says Mr Salman Taseer, 
a senior PPP official in Lahore. 
He has publicly raised 100 alle- 
gations of malpractice against 
Mr Nawaz Sharif, the former 
chief minister of the Punjab 
and now head of the UL the 
conservative Moslem alliance. 
So far, nune of them have been 
tetfpn np in the tribunals. 

Also damaging to the new 
administration have been the 
squabbles among different U1 
factions what candidates will 
figure in next month's polls. 
These reflect leadership strug- 
gles within the alliance and 
may subside as the campaign 
gets going. But they show little 
cements the allian ce except 
dislike of Ms Bhutto. 

Ms Bhutto has raided sup- 
port more strongly than 
seemed possible three weeks 
ago. She has won respect for 
her determination; she has 
drawn wigaahln crowds in the 
Punjab and stedh. Only eight 
MPs have left her. Party offi- 
cials, disp i rited at the outset of 
the contest, now talk as 
thnng h they could get in stri- 
king distance of a majority in 
the new Assembly. 




Mot po lice arrest a 
protest against US b 


or in Manila yesterday after a 
violent outside .the US mifaw ■ 


They dislike the 
Bhutto has made 
assume the defence of herhus?. 
hand. BIT Asaf All. -Sn$ufc*gs 
widely accused of camqik^gg, 
and of his ft"** 
to Ms Bhutto’s family 
for 10 a®*® % 

province. But they alao rereg^ J £ : 
nise the government 
to discredit Ms Bhutto andtts:^* 
nartv and they must ha^^ 

SSer Just as PPP feadfif 
Stheir political UvrnV&m* 
stake, so they axe 
throw their weight 

electoral battle. . ... 

The President's inner rofcjftfo 
still believes it can win. 
logic is that the PPP wen 
38per cant of the votesm 
1988 election but almost bal$s*^ 
the seats because the OpposE^i 
tion was divided. This ting,^ 
the HI hopes to p«--y .g&gffc, 
one candidate agahist , Jj 

in most constituencies. J 

government believes thaf hy^^ 
poUtog day, Ms Bhutto andhar-,d£j 
ox- minis terial colleagues. . 

have been damaged byevfc^jj 
deuce of corruption put 
the tribunals and the pubHc. -^?^' 
They are working on thews..}' 
assumption that elections 
eo ahead and that the cosh&$\y 
vative alliance will baro^^ 
majority in the new Padfc^ 
if this is so, they hopeto^t^ 
marginalise the PPP further 
urging the tribunals to disqttaf^^ 
ify Mb Bhutto and her dottpre-, 
colleagues from standing 
election or holding pnM fis^-^.- 
office for a number of yeanur*-. *<£, 
Politics in Pakistan gr «Afca£!- 
more bitter. Ms Bhutto begaa^ 
by accusing military intern* 

gence of overthrowing heivShe V^ 
has now swung her 
towards the President. H sherj^i: 
seems anywhere close to wtafc?#/' 
wte g half the 217 seats in : 

new Assembly , many dirdc^y-- 
mats see the army interveningr^ , 
“If she looks like getting BMOSh^ • 
seats and is a contender 
Prime Minister, elections could 
be postponed.” one says.. . JVgrV 


Aquino urges 
US troops ; ; f 
to go home 

By Greg Hutchinson In 
Manila 

PRESIDENT Corazan 
yesterday urged “an 
withdrawal” of US forces from' , 


ations be ginning today with't 
the US an military bases there 
were aimed at redefining 
Philippine-US relations. 

Anti-US protests by students 
and workers erupted in Manila 
yesterday. Several denxmstra- 
tors and policemen were . 
injured in dashes near the US : ; 
embassy between Philippine, 
security forces and protesters. 

Manila issued a notice to 
Washington last May terminatr-. 
ing an agreement regulating 
US use of six bases north of the 
capital from September next... 
year. “The time has came to . 
close the books an a colonial 
vestige,” Mrs Aquino stated. 
“Our government will operate : 
in the framework of redefining . 
Philippine-US relations.” 

The Philippine currency yes- 
today fell by a foil peso to 26 
to the dollar, its single largest 
fall, the Bankers Association of •. 
the Philippines said. Thepreri- V 
ous rate of 25 to the dollar waa ' 
set on August 22, stayhig that v 
way until yesterday. 

The new reference rate for , 
the peso was set after a pared.' . 
of $400,000 nhangwd hands in a 
market where commercial ' 
banka are h olding on to 
despite increasing demand. 

Economists are talMne of a 
rate as low as 30 pesos to tba- 
dollar by early next year. • 
Already, the black market rate 
is nudging this level as ^niitwg - 
become short 

The Philippines, saddled 
with a $27bn (£14.6bn) debt, 
suffe rs growing budget and . 
current account deficits. „i_I 

The peso is seen responding - - 
to growing pessimism about-: 
the economy’s fundamentals ■" 
an d re newed political oncer- . 
tointy as the country beg&s 
negotiations on a possible 
treaty phasing out the US mfli* 
tary bases. 


Kuala Lumpur takes stake in naphtha cracker 


By Urn Slong Hoon In Kuala Lumpur 


THE MALAYSIAN 
Government has agreed to 
place a 30 per emit equity stake 
in the country’s turd petro- 
chemicals project, a M$l^bn 
($500m) naphtha cracker. All 
three projects are to be 
installed between 1992 and 1995 
at a total cost of M$3-6bn. 

In a bid to attract foreign 
investments to build the indus- 
try, tiie Government is making 
available its domestic market 
to companies from Australia, 
Britain, Finland, Japan, 
Taiwan and the US. 

The three plants are to pro- 
duce up to 700,000 tonnes of 
polyethylene and polypropyl- 
ene, though the domestic poly- 
olefin market is thmght to be 
about 200,000 tonnes. 

Malaysia remains keen, even 
in the face of present high raw 
material costs, to enter the 
increasingly crowded Geld of 
petrochemical production. 

Aside from exports, the hope 
is that the market will con- 


tinue to grow at the 8 to 10 par 
emit of recent years. 

Backed by raw material sup- 
ply and equity from Petranas, 
the state oil and gas group, 
Japan’s Idemitsu and Finland's 
Neste are building the first pet 
rochemlcal plant which will 
produce 80,00 tonnes a year of 
polypropylene. The plant will 
draw propane feedstock from 
their joint venture methyl ter- 
tiary butyl ether facility. 

Petnmas. Idemitsu and Brit- 
ish Petroleum have separately 
agreed to a 600, 000-tonne eth- 
ane cracker and 300,000-taime 
polyethylene plant. 

Higher oil prices triggered 
by the Gulf crisis added to 
doubts about the viability of a 
third project, a naphtha 
cracker planned by Taiwan’s 
Chao Group and Hlmont of 
Italy’s Montedison. 

But without domestic equity 
hanking and promises of feed- 
stock, tiie two groups risk sell- 
ing most output on export mar- 


kets as well as sourcing naph- 
tha from the Middle Eastor 
North Africa. 

^ The project has now moved 
toward again, thank* to a 30 
per cent equity support from 
Fermodalan National, a state- 
opera ted in vestment trust 
The project was also boosted 
by equity commitment from 
BTR Mylex, the Austr alian con- 
glomerate as well as by a gov- 
ernment decision to install a 
100.000-barrels-a*day heavy 
crude train to its Malacca liaht 
crude refinery. ^ 

Despite concerns about 
domestic overcapacity, the 
Government is allowing the 
four-member consortium to sell 
domestically half of its 200000 
tonnes in polyethylene and 
polypropylene output 
With this backing, the con- 
sortium is relying on early 
onstream production - in 1903 
-to move into the market 
ahead of its nvaL 
Last Friday, the Taiwanese. 


who head the consortium, 
named Stone and Webster of 
to® US and Japan’s JGC Corpo- 
ration as engineer and contest 
tor to the project Fetronas and 
“* DjUtofirs have begun to pro* - 
‘imdify contractors. 

Malaysia’s willingness to 
glow rival groups into the 
field arose partly from the. 
premise that the Asia-Pacific 
““bet is growing mom rap- 
id^ than elsewhere. 

it sees comparative advan- 
tages In available domestic raw 

SSSSt 3 ® 1 “ ^ country's 
grotty to Pacific markets. 
™wever, Th aila nd and Indou* 
ejtahave similar ambitions, 
wforei&i eompanjgg are now 
permitted to set up electricity 
Indonesia, Mminter of 
Mtajng and Energy Ginandjar 

Agency assay- 
ine move is an attempt to 

SPS * £ portage in govern- 
ment funds for electricity sup- 


LARGE ici 


and Man^ 


rai. • 
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Talks in China ‘paved way 
for Cambodian meeting’ 

Roger Matthews in Bangkok 


!?rt R vZ» t0p ' levei talks between China 
helipJfiP 1 ? 4 ?? earJ * er this month are 
t° have paved the way for a 
bart£* ne m Ban Skok yesterday of Cam- 

7* s , warrm e factions, the first step 
^ 1 ^b j m enting United Nations peace 

n 3 m ^ as determinedly opposed Viet- 

™ *» invasion of Cambodia in late 
iq 7 q "J 8 *. launching a border war In 
Jhl “V* then supporting and supplying 
me notonous Khmer Rouge in its 11 - 
S" .Buerrilla struggle against the 
P^th* 1 ° ac ^ e< * government in Phnom 

Reports from Hanoi and Peking yes- 
terday indicated that Mr Nguyen Van 
Linh, secretary general of the Vietnam- 
ese Communist Party, visited China 
during the first week of September. 
This was soon after the permanent five 
members of the UN Security Council, 
which include China and the Soviet 
Union, had agreed on a Cambodia peace 
formula. 

Part of the agreement was that a 
quadripartite Supreme National Coun- 
cil should be set up as the symbol of 
Cambodian sovereignty in preparation 
for the UN to supervise the holding of 
free elections. Last week in Jakarta the 
Cambodia government headed by Mr 
Hun Sen, the prime minister, agreed 
with the Khmer Rouge and the two 
non-communist groups headed by 
Prince Norodom Sihanouk, the former 


head of state and Mr Son Sann, once 
prime minister, on the creation of the 
Supreme National Council. 

Comprised of 12 members - six from 
the Phnom Penh government and two 
each from the three guerrilla factions 
- the initial tasks for the Supreme 
National Council will be to decide on 
Cambodian representation at the UN 
and on whether Prince Sihanouk should 
be invited to chair the meetings. No 
progress was reported yesterday but the 
council members have agreed to meet 
again today. 

The apparent rapprochement 
between China and Vietnam offers the 
best hope that some, if slow, progress 
will be made. The logic of the two coun- 
tries moving closer together has 
appeared irresistible over the past two 
years as both have staunchly opposed 
the sort of political changes being 
implemented in Eastern Europe and the 
Soviet Union. 

Vietnam, which had been forced to 
withdraw its troops from Cambodia a 
year ago primarily for economic rea- 
sons, has subsequently faced even 
deeper cuts in Soviet aid and the repa- 
triation of 200.000 workers from for- 
merly friendly communist countries. 
The Chinese leadership has also had to 
warn of at least another two years of 
economic hardship and. like Vietnam, 
would like better access to Western cap- 
ital. markets and technology. 


INTERNATIONAL NEWS 



Rhieu Samphan, Khmer Rouge leader, ariddh, leader of the Sihanouk faction, 
Hun Sen, prime minister In Phnom (middle left) enter the Cambodian 
Penh, (right) and Prince Norodom Ran- embassy in Bangkok yesterday 


NZ pact with unions limits 
wage rise demands to 2% 

By Dal Hayward in Wellington 


MR MIKE MOORE, New 
Zealand's new Prime Minister, 
yesterday struck a deal with 
the Council of Trade Unions 
under which it is to limit wage 
demands to Just 2 per cent for 
the coming year, less than half 
the current rate of inflation. 

This will allow the Reserve 
Bank, the country’s central 
bank, to relax monetary policy 
so home mortgage interest 
rates can fall. 

Any wage rise above 2 per 
cent will be linked to increased 
productivity. 

The move is an attempt by 
the government to boost its 
chances in the October general 
election. High mortgage rates, 
now at about 15 per cent, have 
attracted considerable public 
criticism. 

The Reserve Bank is commit- 
ted to pursue the target of only 
2 per cent inflation next year 
and nil inflation by 1992. In 
doing this, it has kept a tight 
grip on monetary policy and 
money supply, thus helping 
keep interest rates up. Infla- 
tion is now 4.5 to 5 per cent 

Late last week, Mr Moore 
and Mr David Caygill, Finance 
Minister, learned the central 


bank was basing its future pol- 
icy on the assumption of a 5 
per cent wage increase in the 
next bargaining round. 

The Prime Minister called in 
Council of Trade Union lead- 
ers, who represent 400,000 
workers, with a result 
described by Mr Ken Douglas, 
CTO president, as “an agree- 
ment on growth strategy”. 

Employers and economists 
gave a mixed reaction to the 
agreement Mr Jim Bolger. the 
opposition leader whose 
National Party still has a sub- 
stantial opinion poll lead, 
called it “a panic move”. 

The government has pledged 
to cut the projected N742.3bn 
deficit next year and consult 
with the trade unions before 
any big spending cuts are 
implemented. 

Mr Douglas said the agree- 
ment safeguarded existing jobs 
and the wages of lower-paid 
workers. But CTU leadens can- 
not order individual unions to 
accept the lower wage demand; 
they can only persuade. 

A further 100,000 workers are 
not covered by the CTU and 
they may ignore the agree- 
ment, though Mr Douglas is 


confident most of the CTO-affil- 
iated unions will accept the 2 
per cent target 

Dr Donald Brash, governor 
of the Reserve Bank, said the 
pact gave scope for easing 
monetary controls. He was 
sure interest rates would fall 
without the bank increasing 
the money supply. 

Wholesale interest rates 
eased in response. Government 
bond yields fell by about 20 
basis points. The New Zealand 
dollar also dipped; in the stock 
market, the Barclays Index - 
before confirmation of the 
wage accord - rose 22.7 points 
to close at 1,560.46. 

Mr Caygill said the expected 
continuing fall in interest 
rates, and the wage restraint, 
had been achieved without use 
of government regulations. 

Mr Moore has pledged the 
projected deficit will be cut 
with minim um impact on state 
health and welfare spending. 

Mr Caygill declared that 
NZ$750m outstanding in tax 
payments would help reduce 
the deficit, while a 3 per cent 
increase in the efficiency of 
government departments 
would save another NZ$1 00m. 


Second anniversary of brutal suppression of democracy movement 


urmese troops stand by to crush demonstrations 


By Roger Matthews 

LARGE forces of troops were 
deployed yesterday in Rangoon 
and Mandalay, the two largest 
cities in Burma, to deter dem- 
onstrators from marking the 
second anniversary of the 
army's brutal suppression of 
the mass pro-democracy move- 
ment. 

Tension has been building 
throughout this mnnth as the 
ruling State Law and Order 
Restoration Council (Slorc) has 
made it ever more clear that it 
has no Intention of handing 
over power to the National 
League for Democracy (NLD) 
which won an overwhelming 
victory in national elections on 
May 27. 

The present regime, nomi- 
nally headed by General Saw 
Manng, came to power on Sep- 
tember 18, 1988, promising 
democracy. Its first act was to 
open fire on massed demon- 


strators in several cities, kill- 
ing and wounding thousands. 

Slorc has continued to arrest 
leaders and activists of the 
NLD despite the election result 
which gave the party over 80 
per cent of the contested seats. 
Aung San Suu Kyi, the secre- 
tary general of the party who 
is thio main symbol of resis- 
tance to the regime, and for- 
mer General Tin Oo, its chair- 
man, have been under 
detention for more than a year. 

Thousands more political 
activists are in jails cleared of 
common criminals to make 
way for the influx. This month 
other members of the NLD 
executive committee have been 
arrested, including its acting 
leader. Burmese employees of 
foreign embassies have also 
been detained. 

Speculation is growing that 
Slorc may be preparing to 


declare the NLD an illegal 
organisation, thereby ending 
any hope that the elected par- 
liament might eventually con- 
vene for the first time. The 
army has refused to admit a 
role for the elected representa- 
tives other than participating 
in discussions on the writing of 
a new constitution at some 
unspecified date. 

Diplomats in Rangoon say 
that popular pressure fras been 
growing on the NLD leadership 
to mount some sort of chal- 
lenge to Slorc. In Mandalay 
earlier this month two monks 
and two students were shot by 
troops during demonstrations 
and because of the huge troop 
presence in the capital it is 
thought likely that the coun- 
try’s second city could be the 
main focus for dissent. 

Slorc has in the past week 
accused foreign powers of insti- 


gating the demonstrations, 
riaiming that they wanted to 
exploit Burma’s wealth. At the 
same time Slorc has been 
pleading with the United 
Nations Conference on Least 
Developed Countries, meeting 
in Paris, for greater capital and 
technical assistance. 

Most of Burma's hard cur- 
rency pamingg in the past two 
years have come from oil com- 
panies signing exploration 
licences and through selling off 
its teak forests to Thai logging 
companies. It has failed to per- 
suade former donors to lift the 
aid embargo adopted following 
the crushing of the pro-democ- 
racy movement 

Japan, which contributed 
about $250m a year, has again 
protested to Rangoon about the 
arrest of NLD leaders and has 
said it will not resume full aid 
flows until Burma has a a gov- 


ernment that enjoys the sup- 
port of the people. 

Export earnings have fallen 
by a third in the past 10 years, 
and Burma is not servicing its 
foreign debt. Reserves have 
again tumbled to very low lev- 
els. The windfall it received by 
galling off part of the grounds 
of its embassy in Tokyo is 
understood to have been spent 
mainly on arms and ammuni- 
tion. 

Slorc has also been forced to 
reduce further the official 
ration of petrol from six gal- 
lons to four gallons a week. On 
the black market, petrol last 
week traded at as much as $40 
a gallon at the free market rate 
of exchange for those few peo- 
ple with private cars. Before 
the Second World War Burma 
was one of Asia’s largest 
exporters of oil and still has 
substantial reserves. 


UK hostages in 
Lebanon ‘may 
be freed soon’ 

BRITISH hostages In Lebanon 
could soon be freed, but 
Americans will remain cap- 
tive, a leader of the pro-Ira- 
nian HizboUah (Party of God) 
said in remarks quoted by Ira- 
nian Radio, Reuter reports 
from Nicosia. 

Mr Hussein Musawi, a 
senior Hlxhollah official, said 
he was optimistic about the 
release of Britons. But be did 
not expect any US hostages 
to be released in the near 
future. 

Tfiy-hnllali Henlat Hwks with 

kidnapping, but is believed by 
the West to be an umbrella 
body for groups holding 12 
Westerners in Lebanon. 

The three Britons among 12 
hostages thought to be held in 
a Shi’ite Moslem district of 
Beirut are Mr John McCarthy, 
a journalist, Mr Terry Waite, 
the envoy of the Archbishop of 
Canterbury, and Mr Jack 
Mann, a retired airline pilot. 



Lord Caithness, British Forein Office minister for Hong Kong 
affairs, visits a dormitory for Vietnamese boat people yesterday 


The 

investment... 


...the return. 





Independent trials prove it —Volvo trucks are leading the way in cutting fuel consumption and distribution costs for industry. 


Call vour local Volvo truck “investment analyst” today. 
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Treasury seeks scope to cut rates 


By Pater Riddell, US Editor, in Washington 


US TREASURY officials are 
strongly resisting any joint 
statement, at foe meeting this 
weekend of Group of Seven 
finance ministers and central 
bankers in Washington, which 
would appear to Unit the 
scope for an early cot in US 


The US differs strongly from 
other lml tug members of the 
G7 industrialised countries on 
the priority Of main tabling a 

tight anti -inflationar y mone- 
tary policy and high interest 


The International Monetary 
Fond has already shown 
port for continuing a 
end-inflation policy. 

The differences emer ged last 
week at preparatory talks 
among senior financial offi- 
cials In Paris. 

Mr Nicholas Beady, US Trea- 
sury Secretary, who is to chair 


the G7 meeting, has repeatedly 
called tor a cut in US interest 
rates so as to avoid a reces- 
sion. He has also said he 
expects any budget deficit 
reduction package to be fol- 
lowed by early action by the 
Federal Reserve. 

The fink between a “credible 
multi-year" package to cut the 
budget deficit and an easing of 
monetary policy was reaf- 
firmed last week by Mr Alan 
Greenspan, Fed chairman, 
though some Fed policy-mak- 
ers remain concerned about 
the need to keep a tough anti- 
inflationary stance. 

The issne is pressing 
because the Bush administra- 
tion «n«| Congressional leaders 
hope that a budget deal is 
immine nt, provided differ- 
ences over tax measures and 
cuts in Medicare health pro- 
grammes can be resolved. 


A senior US Treasury offi- 
cial accepted there were differ- 
ences in the G7 over interest 
rate policy. He said the views 
reflected varying growth expe- 
riences, the US being much 
concerned about the po s sible 
impact of higher rates. 

The US view is that the rise 
in oil prices should have only 
a teannararv fannarL and that 
too high a priority should not 
be placed on reducing infla- 
tion, com pare d with sustain- 
ing growth. The said 

the differences in part 
reflected contrasting views 
about why long-term US bond 
yields had risen. 

The main European view is 
that the Increase reflects a 

elmnp in iitflaikumry expecta- 
tions. The US Treasury argues 
that the increase represents 
the markets* response to toe 
Gulf crisis, to the higher esti- 


mates of the scale of the US 
savings and loan industry 
problem, to the growing US 
deficit and the Treasury’s 
heavy funding needs. 

On this view, any improve- 
ment in the budget outlook 
should have a favourable 
impact on bond yields and the 
interest rate outlook. 

• US business tnvento- 

ries/stodka rose by 0.7 per cent 
in July, while sales fell by 0J5 
per cent, the Commerce 
Department reported yester- 
day, confirming the growing 
view that the economy has 
slowed as for as the brink of 
recession. 

Hie ratio of inventories to 
sales rose to 1.49 In July from 
L47 previously. However, the 
overall level of business inves- 
tortes is not high by historic 
standards, comparing with the 
atari of previous recessions. 


Record debt cut agreements predicted 


By Stephen FhUer 

COMMERCIAL banks are 
expected to agree to a record 
volume of debt redaction 
agreements with developing 
country debtors this year, 
according to forecasts released 
today by the Institute of Inter- 
national Finance. 

The Washington-based 
mouthpiece for international 
banka forecasts that voluntary 
hank debt reduction will reach 
S21.9bn this year - compared 
with $12.4frn last year and the 
previous high of $17.8bn in 
1988. 

The predicted record this 
year reflects expected large- 
scale privatisations via the use 
of foreign bank debt, and deals 
completed under the US Trea- 
sury’s Brady plan, such as that 
for Mexico. 

Mexico’s debt is seen as 
being reduced by the greatest 
amount - the equivalent of 
g&4bn - while that of Argen- 


tina is to shrink by $5j6tm, that 
of Brazil by $2.7bn, and that of 
the Philippines by $1.9bn, 
according to the forecast, 
which includes only formal 
debt reduction arrangements. 
In a related development, the 
JXF today blames the Brady 
plan, which alms to lower the 
burdens of problem debtor 
countries, for encouraging 
arrears in interest payments to 
hanka by developing countries. 

ha figures show arrears hav- 
ing trebled from $7bn at the 
end of March 1989 to $22bn 
now. It called on the Interna- 
ttonal Monetary Fund and the 
World Bank not to lend to 
countries unless they have 
stopped building up interest 
arrears to bank creditors. 

Mr Horst Schulmann, HF 
managing director, said this 
indicated “a strong element of 
moral hazard" in the debt 
strategy. 


The IMF and World Bank 
needed to make clear that they 
will not provide finance to 
countries until these stop 
adding to arrears and agree 
with cre d ito r s a programme to 
eliminate arrears. 

In another forecast, toe HF 
es timated that this year, for 
the first time, developing coun- 
tries will owe more to official 
creditors, such aa w estern gov- 
ernments, than to hanka. Of 
the total Jl^JOObn owed at end- 
1990 by the 50 main Third 
World debtors, $605bn will be 
owed to official creditors, 
$S77J>hn to terakf and flHUhn 
to other private credi to rs. 

Mr Wrfiwlmaim rallarf nn mw- 

enunent creditors to Join 
hanka in providing debt re lief ■ 
- at least interest rate conces- 
sions and a lcng thra tag of the 
rescheduling period - to cer- 
tain countries making eco- 
nomic w pfnr ffla. 


Some important middle-in- 
come countries have little to 
gain from toe presen t official 
strategy because a small share 
of the debt is owed to banks. In 
these cases, it would be unac- 
ceptable to ask banks to pro- 
vide debt relief in order to bol- 
ster the position of official 
creditors, he said. 

He also urged more tending 
for the Brady initiative. 

The points are made in 
letters to the chairmen of toe 
two important committees of 
t he IMF rad World Bank, Mr 
Michael Wilson, toe Canadian 

Wrawraft minlutor who presides 
over the i n te rim C ommittee of 
the IMF, and Mr Bernard Chid- 
zero, toe finance minister of 
Zimbabwe who presides over 
the IMF-World Bank Develop- 
ment rVwnwii+taw 


The committees meet 
Washington next week. 


In 


Europeans to 
join tax 
moves on 
multinational 
corporations 

By Paler RfddeU 

US AND EUROPEAN tax 
officials are to co-operate more 
closely In an effort to deal 
with tax avoidance by multi- 
national corpo ra tions through 
the manipulation of transfer 
prices in their internal 
operations. 

Mr Nicholas Brady, US Trea- 
sury Secret a ry has endorsed a 
UK and West German call for 
a multilateral approach to the 
problem. 

In a letter to Mr John Major, 
Chancellor of the Exchequer, 
Mr Brady expresses support 
for a combined effort by toe 
UK Inland Revenue and toe US 
Internal Revenue Service to 
help measure the scope of the 
problem, devise possible soht- 
timw and begin to implement 
them. He has urged Congress 
to support an international 
approach. 

The UK/West German call 
was made in response to 
threatened action by the US 
House of Representatives 
Ways and Means Committee 
a gaine foreign-owned US com- 
panies, notably Japanese and 
South Korean di s trib uto rs of 
care and other consumer dura- 
bles. 

The committee has accused 
g«if*f« arewrin of manipulat- 
ing internal transfer prices to 
cut their US subsidiaries’ prof- 
its and so their US tax liabili- 
ties. 

Mr Brady argues that a mul- 
tilateral approach, including 
West (fAnwiny amd other con- 
cerned governments, would 
yield benefits for each partici- 
pant. 

Britain and West Germany 
have sought to deflect any uni- 
lateral US action by proposing 
a multilateral effort. 
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Menem’s deepest cut of all 

John Barham in Buenos Aires on the new round 
of adjustments to tackle the triple economic evils 

. JU- . J... 


I S ARGENTINA'S Govern- 
ment finally getting seri- 
ous about tackling the 
country’s triple evils: an undis- 
ciplined public sector and its 
two ugly offspring — persistent 
inflation and severe recession? 

Earlier this month. President 
Carlos Menem put his name to 
a further set of decrees that 
comprise yet another round of 
“audacious” adjustments. In 
March, his Economy Minister, 
Mr Antonio Erman Gonzalez, 
hauled Argentina out of the 
abyss of hyper-inflation with 
promises of “painful and 
grave” policies to hack the 
public sector down to size. 

But he shrank from cutting 
too deeply. That Is why 
monthly inflation edged back 
to 15.3 per cent to August, up 
from 10A per cent in July. Mr 
Gilberto Montagna, a promi- 
nent industrialist, ^mm pn teri- 
“Announcements are generally 
never followed up and for this 
reason we go from adjustment 
programme to adjustment pro- 
gramme.” 

As each policy blockbuster 
turns into a damp squib, confi- 
dence withers and the econ- 
omy sickens, requiring farther 
“severe” adjustments, and so 
on. ■ The Government has 
avoided drastic cuts by balanc- 
ing its books with imaginative 
a ccounting methods print- 
ing billions of australs. But fid- 
dling public finances has cre- 
ated intractable recession, 
punctuated by outbursts of 
hyper-inflation and rioting. 

Since the Government has 
now exhausted nearly all 
sources of credit, it must start 
to cut spending and pay exist- 
ing debts. To do that, Mr Gonz- 
alez must run a budget surplus 
equivalent to about 6 per cent 
of gross domestic product, or 
$4bn a year, to buy hard cur- 
rency from Argentina’s private 
sector exporters. That is an 
awesome challenge and few 
expect Mr Gonzalez to be 
entirely successful. 

Wisely, the minister has not 
spelled out what savings he 
expects from the reform by 
when. He does claim to have 
already cut spending by $4bu 
in less than a year. 

The International Monetary 
Fund (IMF) anrf World Bank 
have promised more loans, but 
only u they are convinced that 
he is making progress in 
restructuring toe economy. Mr 
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Carlos Menem: 
•audacious’ adji 

Gonzalez now promises to: 

• Assume responsibility for 
state companies, which have so 
for eluded control. They lost 
$5.5bn in 1989. He will also 
clamp down on overspending 
by local government. Argen- 
tina’s impressive privatisation 
plans will be accelerated. A 

pr i w Hi wt fc m timetable 
is to be published by the begin-. 
ning of November. 

• Rationalise public sector 
employment fay renegotiating 
wage and employment con- 
tracts, enforcing early retire- 
ment and rfimjnatjng tempo- 
rary employment Government 
agencies must present a time- 
table for shedding staff w ithin 
30 days. 

• Government suppliers owed 
some SSbo. will be paid with 
10-year bonds- The bonds, some 
of which will only begin yield- 
ing interest in IS months, will 
add about $640m a year to the 
Government's existing $4bn 
annual interest hip, 

• The central bank promises a 
severe liquidity squeeze. Inter- 
est rates will remain heavily 
positive and the austral will 
continue to stre n gthen - 

• a committe e of senior Econ- 
omy Ministry officials is to 
ensure the cuts are carried out 
on time. 

Rising unemployment, con- 
frontation with militant public 
sector unions and private sec- 
tor bankruptcies are the pre- 
dictable costs of Implementing 
these policies. Argentina has 


been in recession for a decade 
already: gross domestic prod* 
uct has fallen by 20' per prat 
since 1980 and manufacturing' 
output has fallen by 21 pgr 

Oftnt- • • 

Exports are toe sole snrrivaf 
option for many companies, 
but the overvalued austral 
makes exports unprofitable, 
inflation increased by 1£87 per 
cent to toe last 12 months, fadt 
the austral has been adjusted 
by less than half that amount, ., 
dou bling production costs in . 
d ol l ar terms. Yet the austral ■ ■■ 

must rise further as a cause- V-.J 
quence of th e^ ce ntral banks : j 
awesome liquidity squeeze and - ‘ ] 

dwindling demand for imports. : 

Free markets are a prate?!.,. ; 
feature of government policy. : 
Messrs Menem and Gonzalejt ; ^ 
are reducing trade I>ai gfoPfe V-«i» 
privatising moribund' state- 
companies and a b olishing ^ 
overt apd covert subsides atortij? 
private compa n i e s. ■ 

Adjusting to free mariGtorfei 
difficult at tiie best of three. * 
Making the transition in 
Argentina’s present condition ; 
will be traumatic, partietdariy < 
since companies cannot absqife ' , . . 
workers shed by the puWics^o--_ ^ - 
tor. V - 

Mr Carl os H elbling, vlce ^p: 
president of FIKL, an economic 
think-tank, pointed out that . 
the policies must producer : 
results soon. The pahtical oost - ' 

erf imposing forther auster^jr ^ ^ ^ 
will escalate as campaigning ^ *;, 
begins next March for gubraefe 
tonal and congressional ' aife.T-yiBf 
ttons due in September IfltfLvr , ; -.' 

Mr Gonzalez has lost nruto^ . ^^ 
of the support he gained by^ 
subduing hyper-inflation. Hta - £ 
enemies in business, 
unions and within the Goveto; !:- ^ ^ 
ment are demanding poflcBai- .-r^ . 
that revive the economy. Of . 
course, reflation now soiiJS.^ 
simply become unccmtrollaMfi ; ;. 
Inflation. 

But President Menem 
keenly aware of the mountings. *£''• 
social and political coat iff 
adjustment Fear ot unrest Js .alr.^. jL 
constant theme of politic*!. 
debate. 

But If Mr Gonzalez keeps bis 
word and shows that adjust- 
ment is for real this time, be 
will be taking a long overdue 
step towards restating toe bat ' 
race of Argentina’s shattered -}$■ 
economy rad winning hack toe - 
confidence needed to foster V 
investment and gzpwto. 


-■-«* 


Washington’s 
mayor spared 
second trial 

By Lionel Barber 

in Washington 

FEDERAL prosecutors 
yesterday announced they 
would not seek a retrial of 
Mayor Marion Barry of Wash- 
ington qn drug and perjury 
charges. 

This is an admission of 
defeat for prosecutors who 
spent several years and sev- 
eral million dollars investiga- 
ting Mr Barry, one of the best- 
known black US politicians. 

The retreat falls short of a 
total vindication for Mr Barry. 
A jury acquitted him last 
month of one charge and was 
deadlocked on 12 others, but 
the mayor still faces sentence 
on October 28 for cocaine pos- 
session. His political career is 
all but finished. 

Before the trial began in 
June, the mayor announced he 
would not run for a fourth 
term. The victory last week by 
Ms Sharon Pratt Dixon, a 

political novice, in the Demo- 
cratic Party’s mayoral pri- 
mary, amounted to a defeat fra 
the Barry political machine. 

Mr Barry, who has switched 
formally from Democratic to 
independent, said he will ran 
for a seat on the city council 
In the November election. 


Key reformer leaves 
Mexican ruling party 


By Alan Robinson In Mexico City 


MEXICO’S ruling Institutional 
Revolutionary Party (PRI) 
closed ranks yesterday after 
the resignation of Mr Rodolfo 
Gonzalez Guevara, a key 
reformer and head of the par- 
ty’s “Democratic Current” 

Mr Gonzalez Guevara, 44 
years a member of the PRI and 
one of the most respected Mex- 
ican politicians, said he was 
convinced that “the sectoral 
structure of the party is the 
main impediment to its demoo 
ratisation.” 

He said the 14th natinu ?! 
assembly that approved party 
reforms earlier this month was 
“PHI'S worst masquerade in its 
long history.” 

The sudden resignation is a 
sharp blow to hopes of reform- 
ing the party from within. 
Many party leaders praised Mr 
Gonzalez Guevara’s Integrity 
and long political service, but 
questioned his judgment in 
leaving the PRI which, they 
said, “is making an effort to 
widen the nation's democratic 
life.” 

The party old guard could 
not conceal its delight at Mr 
Gonzal e z Guevara’s departure. 

very pleased," said Mr 
Fidel Velazquez, the PRFs 90- 


year-old labour leader. 

Mr Gonzalez Guevara, a for- 
mer Mexican ambassador to 
Spain and once president of the 
party in the federal district, 
seems convinced that the PHI 
is beyond reform and is best 
combated from the outside. 

He said bn would not join an 
opposition party, but left open 
the possibility of forming a 
new party. 

He stressed that other mem- 
bers of the reformist wing of 
the party would remain within 
the PRI, “but I have no reason 
to continue as a member," he 
said. 

His criticisms of PRI abuses 
and his arguments that party 
and government should be sep- 
arated earned him furious 
attacks from the parly faithful. 
There were repeated nails for 
his expulsion. 

In March President Carlos 
Salmas de Gortari told the 
party it should accept "cur-- 
rents of criticism.” 

However, he had changed Mb ' 
mind by the 14th PRI assembly 
when he devoted three para- 
graphs of his dosing speech to 
a tirade against “internal crit- 
ics." 
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^ ^ ONE PIECE of foreign policy everyone can agree on. 

he Mazda 626 GLX Executive has been chosen as the Diplomatic Car 
of the Year.* 

For people used to the opulent interior of a stretched limousine, 
the level of equipment made the 626 an obvious choice. Cruise control, 


try putting your foot down in the Mazda MX5. It’s the new twin-seater 
that’s bringing a lump to the throat of anyone who remembers the classic 
sports cars of the Sixties. 

You’ll find the same voluptuous curves, throaty exhaust and electric 
handling. Together with the refinement and reliability of the Nineties. 
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air-conditioning, power steering. Only the cocktail cabinet is missing. 

Diplomatic protection is provided by the strengthened body shell 
and anti-lock brakes. While those used to power at their fingertips will 
find adequate reserves under the right foot. 

And at less than £15,300 the 626 GLX Executive won’t raise any 


s**i 


“Corking good fun” was how Fast Lane described it, and few 

■* 

people who’ve emerged grinning from the snug cockpit after a test drive 
have disagreed. And of course, like all Mazda cars it comes with a comp 
rehensive 3 year Warranty. For more information contact your local 
dealer or call 0800 100 130. 

And don’t worry if you don’t happen to be an Ambassador 


1 r p A mW *4 r it/\i % -rA «-»4- 

eyebrows at the Treasury. 

But of course if you want to make a big noise in the City, Building Excitement You’ll still get the red carpet treatment. 


■Source- Diplomatic & Consular Year Book 


-wr-l HtNG mZ HOTLINE ON 0800 100 130 FOR A FREE INFORMATION RACK. OR THE TAX-FREE SALES HOTLINE ON 0892 23742. OR WRITE TO MAZDA CARS (UK) LTD. FREEPOST, TUNBRIDGE WELLS KENT TN4 BBR. 626 PRICES RANGE FROM £10.529 TO £27,759. MX-5 COSTS £14,899. PRICES EXCLUDE DELIVERY AND 
wiiubeR PLATES. ALL PERFORMANCE DATA ARE FACTORY FIGURES. PRICES AND TECHNICAL DATA CORRECT AT TIME OF GOING TO PRESS. ALL NEW MAZDA CARS INCLUDE MAZDA 3 YEAR WARRANTY PLUS -A 3 YEAR/60.000 Mill WARRANTY INCLUDING VEHICLE RECOVERY SERVICE TO THE NEAREST MAZDA DEALER. 

























33 





1*1 ’• + 


FINANC IAL TIMES TUESDAV wimn 

UriSDAY SEPTEMBER lg 1990 


13 


' '-Unn 

*■ w 
r-i ■' 1 

-■iii 


■ 1111116111 faces criticism from environmentalists over grant distributio n 

power fails to win aid 


UK NEWS 


iL££* VERNMENT scheme to 

E£?h£*^? bIe e "ergy prS 

has been far less success 
Sr faad h*®n expected 

Mmfcters ^ disclose P ^ 

£ ^,^5 0uncement likely to 
be greeted with anger by envi 
ronmentalists. y erm 

Renewable energy projects 
such as the use If SSd w 

1ft*? gienerate electricity 
F* to become increasl 

™nLi^!£ Qrt 5 nt °n environ- 
mental grounds m the light 0 f 

powing concern about the 
burning of fossil fuels. 

As part of the extensive reor- 
lo ^L? f the el ectriciiy 
*»fore its privatisa. 
non, the Government intro- 

levy to P«mote 
non-fossil fuel power produc- 
tion. The levy, most of which 
goes to support nuclear power 
was also aimed to subsidise 
renewable energy sources. The 
levy, on all electricity bills. 


was set from April at 10.6 per 

The Department of Energy 
said earlier this year that it 
was considering allocating 
some of the levy to about 300 
rene wa ble energy projects 
22™ *?*? contribute about 
6D0MW of electricity - or some 
I per cent of generating capac- 
ity m England and Wales. 

However, today's announce- 
ment will say that fewer than 
100 projects, with a capacity of 
less than 200MW, will receive 
contributions from the levy. 
The greatest number of 
schemes to qu alif y for levy 
funds involve burning waste to 
generate electricity, while 
wind energy projects have 
come second. 

The Government win today 
invoke its powers under the 
1989 Electricity Act, to instruct 
the regional electricity compa- 
nies to consume electricity 


from those schemes subsidised 
by the levy. The announce- 
ment seems certain to anger 
environmental groups, particu- 
larly as it comes shortly before 
the publication of the Govern- 
ment’s policy document on the 
environment which will 
emphasise the need to encour- 
age alternatives to fossil fuels. 
Mr Simon Roberts, energy cam- 
paigner for Friends of the 
Earth, 6aid yesterday: u The 
Government seems set on 
strangling renewable energy at 
birth." 

Supporters of renewable 
energy complain that one of 
the main difficulties with the 
levy is that it will only be in 
force for eight years. They say 
that this will result In the levy 
being biased in favour of 
nuclear power, since nuclear 
power stations are already 
built and therefore have to 
cover only t hei r r unnin g costs. 


By contrast, most renewable 
energy projects have still to be 
built. 

Dr Jim Halliday, chairmen of 
the British Wind Energy Asso- 
ciation, said: “We are being 
compared unfairly with 
nuclear and also with conven- 
tional (coal) plants which are 
being sold off so cheaply." 

The Government is likely to 
defend today's decision by say- 
ing that it represents only the 
first tranche of subsidy under 
the levy. 

• J. Henry Schroder Wagg 
was yesterday appointed as 
lead underwriter for the sale of 
the 12 regional electricity com- 
panies by the Government. 
Schroders and eight other 
Institutions competed to be 
appointed as lead underwriter, 
described by Mr John Wake- 
ham, Energy Secretary, as the 
last appointment for the dota- 
tion of the regional companies. 


Relocation ripple reaches north 

Scotland s biggest city is attracting companies, says James Buxton 


S OME 1,300 senior busi- 
nesspeople in London and 
the south-east should 
have found a computer dis- 
kette in their mail yesterday. 
Those who knew how to slot it 
into a personal computer may 
even have been scrolling 
through a computerised brief- 
ing on the wisdom of relocat- 
ing to Glasgow. 

It is the latest ploy in the 
battle fought by British cities 
aimed at persuading compa- 
nies to move out of the south- 
east and sustaining the gather- 
ing momentum for relocation 
from the capital 
Just a few years ago, the 
idea of a company moving part 
of its operations to Glasgow - 
unless it had to - was almost 
laughable, even though it has, 
since the mid 1980s, been part 
of the city’s strategy for recov- 
ery from industrial decline. 

Now, a series of events 
including the 1988 Glasgow 
garden festival and this year’s 
European City of Culture cele- 
brations, have spread the word 
that Glasgow Is not the plare 
of grime and crime ft was once 
thought to be. Quality of life - 
both in the city and in the sur- 
rounding countryside are 
now valid selling points. 


For Glasgow to fulfil its 
ambition of attracting compa- 
nies from the south, its office 
stock had to be upgraded in 
the centra] business district. 
That process is now reaching a 
climax as a series of large new 
and refurbished office build- 
ings becomes available. 

More ambitiously, a project 
to extend the business core 
down to the river Clyde by 
redeveloping the Broomielaw 
area, eventually creating 1 m sq 
ft of office space, is going 

atiPari 

“First we had to malm the 
Glasgow product better, by 
creating the high-quality of fi ce 
space,” says Mr David Macdon- 
ald of Glasgow Action, a pri- 
vate/public-sector Joint venture 
that promotes the city’s devel- 
opment "Now we are concen- 
trating on selling the space.” 

He is aided in that the wave 
of relocations is moving north 
from closer destinations such 
as Bristol and Peterborough. 
Such cities as Manchester, 
Leeds and Newcastle are now 
being considered. 

Last week, Glasgow scored a 
coup when TSB Mortgages, 
part of the TSB Group, 
announced that it was to relo- 
cate to Glasgow, moving more 


than 300 jobs over the next 18 
months and taking 70.000 sq ft 
of Broomielaw. Earlier this 
year, TSB Homeloans moved 
separately to Glasgow, provid- 
ing 200 jobs. 

Over the past two years, 
more than 15 organisations 
have come to Glasgow or 
agreed to do so, promising a 
total of about 7.000 job6. Many 
of the initial relocations were 
by companies already con- 
nected with the city. For exam- 
ple, BP Rv plnraHnn frag arittad 
1,300 jobs to the 700 it inherited 
in 1988, when it took over the 
Glasgow-based BritoiL 

O thers were Govern- 
ment-driven reloca- 
tions, such as ofbhoots 
of the Department of Social 
Security, and the Student 
Loans group. 

TSB Mortgages, though, is 
one of the first companies to 
select Glasgow after a free 
choice of about a dozen possi- 
ble locations in the UK. Simi- 
larly, British Airways earlier 
this year chose Glasgow for a 
reservations centre that should 
generate 500 jobs. 

Yesterday, using a video-con- 
ferencing link with London, Mr 
Hywel Luke, managing direc- 


tor of TSB Mortgages, said the 
main reason he selected Glas- 
gow was a demographic projec- 
tion suggesting a healthy sup- 
ply of well educated labour. 

That is backed by the know- 
ledge that staff turnover rates 
in Glasgow are only 5-6 per 
cent a year, compared with an 
average of 23 per cent in the 
south-east and peaks of 35 per 
cent in London. 

Mr Luke admitted that the 
prospect of moving to Glasgow 
had produced a “mixed 
response” among staff, in spite 
of specially arranged visits. 

“A number of people have 
jumped at it,** he said- “But 
others, especially female staff 
with husbands, wont be able 
to move.” Glasgow still 
has ll per cent unemploj^nent 
and premium jobs are oversub- 
scribed many times, the city 
will not mind much. 

Senior executives of TSB 
Mortgages will move to Scot- 
land to ran tire subsidiary from 
there, but so Ear no company 
has cho sen to move its main 
headquarters to Glasgow. 
"That will come," says Mr 
David Brown, who runs the 
Locate in Scotland office with 
the professional optimism of a 
relocation sa l es man . 


BRITAIN IN 
BRIEF 



Storehouse 
to sell 
subsidiaries 

Storehouse, the retailing 
gr ou p built up by Sir Terence 
Conran which has hit upon 
hard is «piiing its Heal's 

and Jacadi subsidiaries as part 
of Its restructuring pro- 

^r&ULZDC* 

Mr Michael Julien, Store- 
house executive, 

decision to sell the two busi- 
nesses reflected the group's 
policy of concentrating Its 
financial and managerial 
resources on its major busi- 
nesses. These are now defined 
as British Home Stores, Moth- 
ercare, Habitat, and Richards. 

Storehouse will sell Jacadi, 
a French childrenswear busi- 
ness, back to its founder, Mr 
Patrick HameDe, and a group 
of investors. Storehouse only 
acquired the company last 
year for £l3m and, after the 
payment of inter-company 
debts, will sell it for about 
£llm. 

Storehouse originally 
bought the business with the 
anw of building a portfolio of 
international retail brands 
which could “travel’* across 
continental European fron- 
tiers. 

In the year to March 31, 
Jacadi made operating profits 
of £l-5m on sales of £31.6m 
and had net assets of w 
Heal's, which has two stores 
in London and Guildford, is 
being sold to a management 
buy-out team led by Mr Colin 
Pilgrim, Heal’s chief execu- 
tive, backed by County Nat- 
West Ventures. 


Lloyds Bank to 
transfer staff 

Lloyds Bank is to transfer 
many of its clerical and sup- 
port work from one of its larg- 
est central London branches to 
Swansea, Wales. Some 175 jobs 
will be created. 

Lloyds says staff shortages 
and nigh labour turnover In 


London have led it to look for 
alternative employment cen- 
tres. Swansea will handle 
much of the administration 
currently undertaken by a 
branch in central London and 
the bank is expected to trans- 
fer work from other large 
branches to other parts of 
Britain where is easier to 
obtain staff 

“The move will allow ns to 
make much more cost-effective 
use of our space in London,” 
the bank said. 

The transfer will be the sec- 
ond into Swansea undertaken 
by Haydn. Just aver a year ago 
it moved the operation involv- 
ing the handling of in-house 
mortgages for staff tojthe city. 

Shops defy 
Sunday law 

Almost 300 shops in London’s 
West End are open and trading 
on Sundays in contravention 
of the law, according to a 
study. 

The council is supporting an 
application made to Westmin- 
ster City Council by Hamleys, 
a toy shop located on Regent 
Street, to have the area desig- 
nated as a holiday resort area, 
allowing stores to trade on 
Sundays. 

The survey conducted over 
three Sundays in August, 
found 290 shops open. 


Council plea 
rejected 



Mr Michael Portillo, pictured 
above, the environment minis- 
ter, rejected a plea from local 
authority leaders in England 
and Wales for extra money to 
keep poll tax levels down next 
year. 

Mr Portillo said that local 
authorities needed to get on 
top of their budgets, and con- 
trol their spending. The coun- 
cils had warned that the aver- 
age roll tar in Engl an d and 
Wales could rise above £400 
because (da higher than expec- 


ted rate of inflation. 

Sir Jack Layden, chairman 
of the Association of Metropoli- 
tan Authorities said that the 
Government’s assertion that 
poll tax hills should only be 
£379 next year made no allow- 
ance for inflation or for new 
costs such as implementing the 
food safety bill, the environ- 
ment protection bill and provi- 
sions of the education reform 
act 


N Ireland coal 
sales fall 

Domestic coal sales in North- 
on Ireland fell last year pri- 
marily as a result of the imple- 
mentation of clean air 
legislation. 

The province is British 
Coal's best domestic market 
with almost 70 per cent of 
homes heated by solid fuel. 
Statistics in the annual report 
of the Coal Advisory Service 
showed that consumption 
decreased in the year to March 
31 this year by 25,000 tonnes 
to 1.051m tonnes, 3 .5 per cent 
below the previous year. 

Competition in 
gas urged 

One of the main regulatory 
constraints on British Gas will 
be dropped if it takes further 
action to increase competition 
in the industrial gas market, 
the industry’s regulator said. 

Mr James McKinnon, direc- 
tor general of the Office of Gas 
Supply (Ofgas), set out a time- 
table for removing the require- 
ment on British Gas to publish 
fixed prices for large industrial 
customers - one of the con- 
straints which the company 
finds most irksome. 

But Mr McKinnon stressed 
that be would remove these 
constraints only if British Gas 
took specific actions to help Its 
competitors in the industrial 
gas market 

Watchdog 
criticises BT 

Serious doubt was cast over 
British Telecom's attempt to 
increase telephone rental 
charges when the Office of 
Telecommunications, the 
Industry watchdog, criticised 
BT's method of calculating 
costs. 

Sir Bryan Carsberg, Oftel's 
director general, described the 
arguments used by BT to jus- 
tify its claim as “not very good 
at alL" 

Over the past six months BT 
has been urging Oftd to let it 



Sir Bryan Carsberg: critical 
raise its quarterly rental 
charges sharply, because it 
claims it is subsidising local 
services by more than £lbn a 
year. Earlier this month, 
company put up rental charges 
by 12 per cent but would have 
put them up even higher if it 
had not been stopped by OfteL 
BT argues that it Is having 
to charge extra for 
long-distance and interna- 
tional calls - something 
which puts it at a disadvan- 
tage to its competitor. Mercury 
Communications. 


Liberals support 
closer Europe 

Mr Paddy Ashdown, the Lib- 
eral Democrat leader, put a 
commitment to the full eco- 
nomic and political integration 
of Europe in the forefront of 
the party's efforts to establish 
a distinctive identity at the 
next general election. 

Mr Ashdown accused both 
the Conservatives and Labour 
of promising continued British 
isolation In the European Com- 
munity. 

Mrs Margaret Thatcher 
aimed to “delay and obstruct” 
the efforts of Britain's partners 
with spurious arguments about 
the need to preserve the sover- 
eignty of Parliament, he ««id- 
Mr Neil Kinnock claimed that 
his party was now pro-Euro- 
pean but it was against Euro- 
pean monetary and political 
integration. 

Legal services 
ombudsman 

Mr Michael Barnes will 
become legal services ombuds- 
man from January 2. The 
ombudsman will be created 
under the Courts and Legal 
Services BUI, currently going 
through Parliament, and will 
oversee the fianriihip of com- 
plaints against members of the 
legal profession. 
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Local name. Global signature 


London. Hong Kong and Shanghai since 1865. 
Japan since 1866. San Francisco since 1875. 
New "fork since 1880. The HongkongBank 
group's experience in the markets of the 
world extends over a century. Its member 
companies, too, have long and distinguished 
histories in their respective markets: James 
Capel in the UK, Marine Midland Bank in 
the USA, and The British Bank of the Middle 
East throughout the Middle East 

This means that through any of our 1,400 
offices worldwide, you can get access to 
advice from people immersed in those 
markets. 

For more information, contact our London 
Office at 99 Bishopsgate, London EC2P 2 LA, 
"Ifel : (071) 638-2366; or your nearest office 
of tire HongkongBank group. 

A reputation for excellence. Global 
recognition. A lean management structure 
which produces last decisions. That’s 
our strength. 


HongkongBank 

The Hoagkane md Shanghai Bankbg Corporation Lanital 

Mnx MUbai B?nk • Hang Seng Bank 
The British Bank of (be Middle East • HoqluMgBak 
ufAHtnh- Honing Bmk of Gaaada 

WartBcy • James Capd • CM&M 
EqtBtorBnk 

(Mo g b ri «B<(ahbl i8a i iiM Cnwi8 

Fast decisions. Worldwide. 

CONSOLIDAT ED AS SETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION. 
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UK NEWS 


LONDON POLICE CONFERENCE 


FBI chief calls 
for global links 
to combat crime 


Court told 
of bow door 
procedures 


A CALL for law enforcement 
agencies across the world to 
work more closely to meet the 
crime challenges of the 21st 
century was made yesterday 
by Mr Floyd Clarke, the deputy 
director of the US Federal 
Bureau of Investigation. 

Opening the International 
Police Exhibition and Confer- 
ence in London, he said: “Ten- 
sions between the superpowers 
have ebbed, resulting in less 
restrictive travel between 
countries, not only for business 
people and tourists but also for 
spies and other criminals. 

“We must share investiga- 
tive leads with each other, we 
must train with each other, we 
must work on criminal cases 
with each other and cooperate 
better than ever before if we 
are to meet the crime chal- 
lenges of the 21st century." 

The four-day conference will 
include sessions on the future 
of policing in the single Euro- 
pean mar ket and the lessons of 
disasters such as the King’s 
Cross fire and Clap ham rail 
crash. 

At today’s session. Sir Stanley 
Bailey, the Chief Constable of 
Northumbria, will propose that 


police forces should be allowed 
to set up and ran private secu- 
rity companies providing ser- 
vices they are unable to meet 
within their budgets. 


A top Soviet policeman today 
spoke of his hopes of increas- 
ing links with British forces. 

Lieutenant General Ivan Shi- 
lov, first deputy minister of 
internal affairs and former 
head of the Moscow Militia, 
said he planned to talk to 
Home Secretary David Wad- 
dington about international 
co-operation in dealing with 
dnig-trafflcking and organised 
crime, as well as issues such as 
forensic science techniques 
and police equipment. 

Mr Shilov was also closely 
examining equipment on show 
at the International Police 
Exhibition and Conference at 
the Barbican in London. He 
was impressed with the exhib- 
its, particularly fingerprint 
identification and photo-image 
systems. Speaking through an 
interpreter, he said: “We have 
had contact with British police 
on a caftg by case and 

this is a new development of 
the last two years.” 


THE SENIOR master of the 
Herald of Free Enterprise 
failed to provide clear instruc- 
tions to ensure that there was 
no risk of the ferry leaving har- 
bour with its bow door open, it 
was alleged at London’s Cen- 
tral Criminal court yesterday. 

Mr David Jeffreys, QC, prose- 
cuting, said it should not have 
been beyond the competence of 
Mr John Kirby, the senior mas- 
ter, to devise “a set of orders to 
ensure there was no risk of the 
ship leaving her berth with the 
bow doors open. There was 
nothing to stop him if he saw 
fit to order positive reporting 
concerning the closure of the 
bow doors." 

Mr Kirby, P&O European 
Ferries (Dover) Ltd - formerly 
Townsend Car Ferries - and 
six other former employees 
have denied a specimen charge 
of manslaughter of one of the 
192 people who died when the 
Herald capsized on March 6 
1987, after sailing from Zee- 
brugge with the bow doors 
open. 

Mr Jeffreys said another of 
the accused. Mr Leslie Sabel. 
the chief officer who was load- 
ing officer on the day, had also 
to be on the bridge and could 
not be in two places at once. 

Mr Kirby "was perfectly 
aware of the manning or the 
lack of continuity problem 
which existed,” said Mr Jef- 
freys. 


The man who wants Brussels to make his day 

John Capper on the UK’s efforts at foiling aspects of the EC code on workers rights 

A poster of Clint East- " ' 

wood, former mayor of 
Cannel-on-Sea in Calif- 


A poster of Clint East- 
wood, former mayor of 
Carmel-on-Sea in Calif- 
ornia and cinematic killer of 
young punks who made his 
day, hangs in the Whitehall 
office of Mr Eric Forth, Her 
Majesty’s Under Secretary of 
State for Employment. 

The poster is a sign both of 
Mr Forth’s briskness and his 
enthusiasm for the American 
way of life. The enthusiasm 
has been on display in the 
cross-border town of Brussels 
this summer as Mr Forth has 
started an energetic fight to 
defeat European Commission 
ambitions. 

Mr Forth is as rapahle as Mr 
Eastwood's screen characters 
of plain speaking. He is using 
this talent as the minister in 
charge of British opposition to 
EC proposals to regulate the 
pay and conditions of part-time 
and temporary workers, and 
set safeguards for women 
workers who have children. 

The draft directives on these 
subjects are the first of a 
stream flowing from the Social 
Charter of workers’ rights 
which has been opposed vocif- 
erously by Britain. But other 
EC states have objected to the 
directives, and Britain is trying 
to multiply opposition. 

Mr Forth has brought to the 
job a firm dislike of the whole 
notion of regulating labour 
markets. He speaks of the vir- 
tues of unfettered capitalism 
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Eric Forth 

with enthusiasm, and dis- 
misses the idea that Europe 
would benefit from having a 
European labour market with 
common working conditions. 

His ideal is the US, which he 
says has managed to raise 
employment levels in 
depressed areas by allowing 
the sort of variations in 
employment costs which the 
Commission wants to control. 
It has also encouraged the free 
movement of labour towards 
areas of settled capitaL 

Mr Forth says the Commis- 
sion should be trying to create 
a “customs union” with free 
movement of goods and ser- 
vices rather than setting limits 
on variations in labour costs. 
“We should be educated by the 


US. For 200 years, it has main- 
tained a continental federal 
trading system," he says. 

He points to the lower over- 
all unemployment rate in the 
US despite variations in labour 
conditions and regulations 
among states. “Freedom has 
been allowed to individuals 
and regions to develop their 
own way and see what is best 
for them. That flexibility has 
worked," says Mr Forth. 

In particular, he points to 
the migration of companies 
south from the northern states 
and the “rustbelt” encouraged 
by a lack of labour regulation 
in the South in the 1960s and 
70s. He emphasises how work- 
ers move more easily between 
jobs, and into different areas in 
search of work. 

“There is a different Ameri- 
can tradition, a willingness to 
move physically and geograph- 
ically, a willingness to move 
between employers and jobs. 
Surely we should be aiming for 
something like that In 
Europe,” be says. In contrast, 
he says the Commission’s 
directives would limi t move- 
ment 

Mr Forth has already man- 
aged to gain backing from Brit- 
ish employers to the Commis- 
sion’s four directives on 
part-time and temporary work, 
and working time. Among 
other thing s, it would mean all 
people working more than 
eight hours a week would be 


entitled to similar conditions. 

These directives are likely to 

be placed before the Council of 
Ministers In November. Britain 
based much of its opposition 
on the argument that by dere- 
gulating its labour market dur- 
ing the 1980s, it managed a 
more impressive rate of job 
growth than other EC coun- 
tries. 

In the face of persistent 
structural unemployment in 
the EC, the British point to a 
record of job creation - 3.5m 
jobs were created between 1983 
and 1989 including 1.3m 
part-time jobs. It argues that 
part-time jobs could be put at 
risk by enforced harmonisation 
of conditions. 

“If yon go very far down that 
road, you will end up having a 
devastating effect and wiping 
out large numbers of jobs. You. 
will be raising the threshold at 
which people can get bads into 
work,” says Mr Forth. He 
argues that this will discrimi- 
nate particularly against 
women workers. 

One of the main motives for 
labour market regulation in 
other European Community 
states is to ensure that employ- 
ers carry out enough training. 
The country most often held 
up as a salutary example is 
West Germany, where young 
people have a legal right to 
training. 

Mr Forth does not rffamfos 
this example out of hand, but 


he pTnr fmflte** 1 other parts of 
the West German model as 
wdL “It is also instructive that 
unions accept lower rates of 
pay for apprentices there. It is 
a German model and it has to 
be set in a German context*" 
he says. J . . 

He has already made his way ■ 
to Brussels with a posse of 
directors of small businesses to 
THakP these paints to the Com- 
mission. But he will need to 
fight at least as hardas Mr 

Eastwood for the rest of this 
year if he is to gain s ignificant 
concessions from the Commis- 
sion. 

• OIL and gas tra de u nions 
yesterday took the first steps 
towards balloting offshore 
workers on industrial action 
cm the North Sea, a move they 
admit could be freight with 
legal complications. i 

Mr Jimmy Air Be, a national 
executive member of the AEU . 
engineering union, launched in 
Aberdeen the national cam- 
paign to persuade union mem- 
bers working offshore to regis- 
ter for the ballot 
He described the ca m paign 
as “very expensive”, involving 
press advertising, reverse- 
charge raffs and free phones . 
inorder to have contract work- 
ers offshore registered by Fri- 
day September 28. He said that 
as soon as registration closed 
the six unions involved would 
move towards industrial 
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Single market set to 
spur growth in UK 
credit insurance 


By Richard Lapper 








One way of charging back to 
the office in seconds from around the world. 


Imagine having the power to treat 
nearly any phone in the world as your own. 

Imagine the British Telecom Charge card. aHA 

Issued free to British Telecom telephone ■K'/vl 
customers on request, it allows you to 
have any phone call yon make charged 
to your quarterly business or home 
phone bill. 

So if, for example, your work takes yon out and - 
about a lot, you could charge your phone calls 
straight back to the company. You conld do the same 
if you needed to make business calls from home. 

Having a British Tfelecom Chargee&rd means that 
-you can make a call from another person's phone 
without embarrassment, since you'll be paying for 
the call yourself. 

It also means you'll always be equipped to use 
any of the 91,000 British Ifeleoom public payphones. 

What’s more, you can use it to phone back to 
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And another. 


■ could be programmed so that it would 
only allow calls home to be made. 

In fact, the British Telecom Charge card 
is a most powerful piece of plastic to take 
with you wherever you go. 

You can obtain an application form for 
a free British Telecom Chargee&rd today 
either by returning the coupon or calling 
us on the number below. 

You'll find there's no charge. 


CALL>FREE 0800 800 830 ANYTIME 


bill, a statement itemising each call made using 


the card. 


the UK from over 120 countries. 


The card itself is issued free. 


We’ll add a facility fee to the cost of each 
call. Then whenever you use your British Telecom 
Chargecard you'll receive, along with your phone 


So you'll know exactly how much you've spent. 

Think of the ways in which a British Telecom 
Chargecard could be useful. 

If you’re a business, you could order British 
Telecom Cfaargecards for your sales force, pro- 
grammed to allow only certain types of call. Giving 
you more control of costs. 

Or you could, for instance, have your own 
personal card, and another for a student son or 
daughter living away from home. This second card 


Please send me more information and an application form fora 
F&E8 British Telecom Chargecard. 


Title: Mr/Mrs/M iaa/Ma 


Surname 


Company* 


Job title* 


Telephone code 


Number 


Postcode 


Send to: British Telecom, FREEPOST 800 (BS 3333), Bristol BS1 SGZ. 
No stamp needed. *lf appropriate. 


Flying about? We’ll give you the power to keep in touch. 


British 

TELECOM 

Ifsyou we answer to 


I THE growing number of 
insolvencies in the UK is lead- 
ing to an increased interest 
among British businesses in 
insuring their credit risks. 

The economic downturn is 
having a ripple effect. High 
interest rates and other prob- 
lems are driving companies 
into bankruptcy, in turn 
threatening the solvency of 
other companies which have 
supplied goods to those in diffi- 
culties. 

As the risk grows that their 
receivables might disappear 
into thin air, more and more 
UK businesses are looking to 
insure their credit risks. 

The credit insurance Indue 1 
try, which has diversified its 
product range over the past 10 
years, is poised to grow as a 
result. 

Trade Indemnity, the domi- 
nant player in the UK credit 
insurance industry, as well as 
a number of smaller underwrit- 
ers specialising in this Raid, 
My Increasing numbers of 
companies are seeking to buy 
policies in the wake of the col- 
lapse of Lowndes Queensway, 
Che retail group, and ColoroU, 
the home furnishings group, hi 
;he summer. Insured credit 
osses stemming from the Colo- 
•oll collapse amounted to 
wtween £9m and £20m. 

Hie number of UK business 
allures in the second quarter 
if 1990 increased by 83 per cent 
ompared with the same period 
ast year, according to Trade 
ndemnity figures. 

But in general credit insur- 
rs are making light of poten- 
Lal losses, and suggest that the 
lain effect of the difficulties 
lay be to increase the popular- 
ly of credit risk insurance. 

“New business always lags 
ehind claims, but we have 
iready seen an increase in 
jquests for covers," says Ms 
ridget Spreckley, associate 
irector for marketing at Trade 
idemnity. 

Mr Alistair Malcolm, a prom- 
lent credit risk underwriter in 
le London insurance market 
od m ana gin g director of AMA 
nderwriting Agencies, says 
ie combination of the Coloroll 
id Lowndes Queensway foil- 
res is likely to provide the 
edit insurance industry with 
s biggest boost since 
oQs-Royce went Into receiver- 
tip in 1971. About 400 of 
ills-Royce’s suppliers became 
solvent when the motor and 
reraft group foiled to meet 
mmitments. 

He says the event is 
garded as a benchmark in 
e development of the credit 
surance industry. 

“There is no doubt that we 
31 suffer losses this year. But 
e market will expand," says , 
r Malcolm. 

ade Indemnity, which writes 
out 70 per cent of the esti- i 
ited EllOm to £l20m in , 
mestic trade credit insur- j 
ce premiums sold annually. ■ 
Us a standard insurance i 
hole turnover cover" which j 

fleets risks with named cred- j 

rs up to specific limits. 

It drafts policies only after ] 
tailed research into the j 
dit risks of the policy-hold- < 
i’ trading partners, ( 

Policy-holders must stipulate 1 
rotit limit for each trading 2 
rtner they want included on t 
j policy. “We are able to 
es-reference databases with « 
rket rumours to assess the e 
■ditworthiness of custom- / 
says Ms Spreckley. < 

So The product is necessarily F 
tensive, partly because it c 
tst reflect the cost of the e 
dlt risks analysis, work. a 


BUSINESS FAILURES 
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Customers pay between 0.1 
r per cent and (L6 per cent of 
r turnover, depending on the 
9 sector they operate In and how 
) well they are judged to control 
credit risks, says Ms Spreckley. 

' TsmlcaUy a Trade ’Indemnity 
j policy-holder would have an 
I annual turnover of between 
i £5m and £10m. 

Since the early 1980s, 

- cheaper and more flexible 
C alternative products have 
> become available. These are 
■ based on an excess-of-loss 
, insurance principle, common 
r . in international reinsurance 
r markets, whereby the insurer 

- covers all losses above a cer- 
tain leveL 

Companies marketing these 
policies, include PanFlnancial. 
a conglomerate formed by Jap- 
anese, Swedish and Finnish 
Insurers in the early 1980s; the 
US company American Insur- 
ance Group (AIGX and the Brit- 
ish composite Sun Alliance. 

With excess-of-loss policies, 
insurers control risks by ensur- 
ing that policy-holders adopt 
competent and reliable credit 
management policies. 

“We invite companies to 
declare their credit control pro- 
cedures. This declaration is 
then warranted into the policy. 
The excess-of-loss insurance 
only really works where 
m-house credit control is 
demonstrably good," says Mr 
Malcolm. 

Such policies are ideally 
suited to bigger companies that 
have traditionally provided 
against credit risks by estab- 
lishing their own bad-debt 
reserves, adds Mr Malcolm. 

A number of larger compa- 
res including BTR, the indus- 
trial materials group, and Jag- 
uar, the luxury car maker, 
began to buy credit insurance 
when excess-of-loss coverage 
became available. 

The expansion of the market 
for internal UK credit risk 
comes at a time when the 
European market is posed to 
grow rapidly. 

The European domestic 
trade credit market is already 
wprth over £500m a year, with 
west Germany and France 
accounting for about half of 
this total. 

well 

established in Scandinavia, fl w 
Netherlands and Belgium/ 

The biggest spur to growth 
will come from the completion 
of the European single market 
after iSM, which is likely to 

JESPtSL ^ ^ the dtetinc- 
gJSJS? 18 ? domestic and 
international trade credit 
insurance m Europe. 

trade between 
Europe^ countries has been 

creditor/ Separate export 
t insurers that have 

cloyed a virtual monopoly. 
This is set to end hSw&b 
tires?* 6311 f^^ndssion direo- 

Some European credit insur- 
■** already preparing to 

AS55. d '*v he Dut cb insurer 
Asfnr' French insurer 
Assurances Generates de 
prance (AGF), and the Belgian 
company Namur have all 

UK credit tosur- 
none operations. 
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MANAGEMENT: The Growing Business 
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A social disharmony 

S^Ps spend much of 80111 Commissioner also claimed 

k their time at odds With mSfp b ^ ***** British small firms wen 

government nva» « Five draft directives have the rmlv ones tn nhiect ti 


1^3 their timSTt od£^i£ 
1^—^ government over mea- 
^es they want adopted, mod*- 

DK hSth b h ndon * d - Bat m 
h°th have made common 

S™. J™. "hat they see as 

of far-reaching 
social legislation being Wre- 

Som y Eur °Pean Com- 

to the stream of 
draft directives which is begin- 
ning to emerge from Brussels 
has also succeeded in nniHnp 
the normally disparate small 
business organisations. 

^At present, opposition to 
Brussels plans for a charter of 
social rights for workers 
appears to be driven by small 
firms groups in the UK - but 
they are confident that it will 
spread to their counterparts in 
continental Europe when the 
full impact of the social propos- 
als is realised. 

Even the most moderate of 
small business groups have 
been driven to an almost apoc- 
alyptic view of the Commis- 
sion's proposals. “This is 
socialist dogma which we 
thought went out with the 
ark,” comments Sean Mayo, an 
executive committee member 
of the Union of Independent 
Companies. 

The Commission first 
announced its plans for a 
Social Charter in early 1989 
and in recent months has been 
converting the charter into 
concrete legislation in the 
shape of its social action plan 
Hie Commission is attempting 
to improve and harmonise 
working conditions throughout 
Europe and provide a social 
dimension to the single Euro- 
pean market which might oth- 
erwise be seen as only benefit- 
ing businesses. 

The British government’s 
response has been that if busi- 
nesses benefit from the single 
European market then employ- 
ees will automatically benefit 
too and more jobs will be cre- 
ated. It refuses to accept that 
differing social legislation and 
employment oondnions distort 
competition. 

The Social Charter com- 
prises about 50 proposals 
which will be introduced by 
December 1992. The small busi- 
ness organisations say they 
can accept many of the propos- 


Five draft directives have 
peen published over the past 
four months. The most recent 
- which proposes M weeks’ 
paid maternity leave — was 
announced last week. Three 
more are due shortly; they are 
expected to propose formal 
employee participation in com- 
pany decision-making; improv- 
ing the terms and conditions of 
workers employed on foreign 
contracts by sub-contractors; 
and the introduction of a stan- 
dard contract of emplo ym e n t. 

Four of the directives which 
have already been published 
cover the subjects of part- time 
and temporary work and work- 
ing hours. They seek to pro- 
vide equal treatment for all 
workers, whether they are 
part-time, temporary or 
full-time. One result would be 
that all employees working 
more than eight hours a week 
would become part of the 
national insurance system. 

Temporary employees would 
have to be admitted to private 
pension schemes on the same 
basis as full-time employees. 
This would increase the admin- 
istrative burden to an extent 
that schemes might become 
uneconomic to operate, the 
government claims. 

T he working hours direc- 
tive requires all employ- 
ees to have daily and 
weekly rest periods of a speci- 
fied minimwm length ami there 
would be restrictions on the 
amount of overtime worked by 
night workers. 

Small bus bless lobby groups 
have a number of objections to 
these proposals. Eight of the 
small business organisations 
outlined their objections to the 
social action plan in a meeting 
with Vasso Papandreou, 
Employment and Social Affairs 
Commissioner and Antonio 
Cardosa e Cunha. Enterprise 
Commissioner, in Brussels ear- 
lier thfa month. 

According to one participant 
In the meeting, Papandreou 
took the view that the regula- 
tions would not limi t the flexi- 
bility of small businesses; that 
labour costs would go up but 
that labour was only one de- 
ment in a business’s costs; and 
that small businesses were fall- 
ing all the time anyway. The 




Commissioner also claimed 
that British small firms were 
the only ones to object though 
the UK delegation attributed 
this to the Commission's fail- 
ure to consult properly. 

“Pretty discouraging” was 
Bean Mayo's description of the 
meeting while Stan Mendbam. 
chief executive of the Forum of 
Private Business, characterised 
it as “strained, with no sense 
of either side understanding 
the other.” 

The meeting has done noth- 
ing to reduce the small busi- 
ness organisations' fears. They 
believe: 

• Too much regulation will 
reduce the flexibility which is 
one of the main advantages 
small businesses enjoy over 
large. “The Commission wants 
a Levelling-up so that we win 
be competing with big compa- 
nies under the same condi- 
tions,” says Mayo. 

This loss of flexibility will 
put small firms at a disadvan- 
tage in their competition for a 
dwindling supply of workers in 
the 1990s, says Mendham. 

• The proposals will cost 
money, with small firms, often 
more labour-intensive than 
large, being hardest hit. Full 
details of many of the propos- 
als have not been published 
but Sean Mayo calculates that 
plans to appoint worker repre- 
sentatives could cost his com- 
pany Concorse Electronics 
nearly £15,000 a year. 

The cost and complexity of 
the proposed social legislation 
would pot businesses in the 
Community at a disadvantag e 
to those outside. The UK tex- 
tile industry, which high 
environmental and employ- 
ment costs already, feces diffi- 
culties competing with compa- 
nies in Turkey, where these 
costs are much lower, notes 
Richard Brown, policy director 
of the Association of British 
Chambers of Commerce. 

• Small businesses in coun- 
tries which enforce Commu- 
nity regulations wifi be in a 
weaker position than those 
where the rules are not so 
strictly adhered to. the lobby- 
ists fear. But even In countries 
with a good record of imple- 
menting Commission direc- 
tives it would be Impossible to 
police whether every small 

com pany was aWtHng by the 

rules, comments Mendham. the 
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The temptation for employers 
and employees to collude on 
avoidance of the regulations 
would be very great 

• The speed with which the 
proposals are being pushed 
through allows the small busi- 
ness groups little opportunity 
to understand the new regula- 
tions and consult their mem- 
bers. “We are not being given 
enough time,” says Sean Mayo. 

• The directives are not being 
submitted to the fiche dtm- 
pocte , which assesses their 
im pliratiim for business. 
Small firms representatives 
who attended the meeting with 
Papandreou and Cardosa e 
Cunha say they woe shocked 
that the Directorate-General 
for Enterprise was not taking a 
stronger Una Cardosa e Cunha 
suggested estimates had been 
madp of the impact of the pro- 
posals, they M W , but none had 
been published m fiche form. 

• The UK government is con- 
cerned that some of the direc- 
tives are being presented as 
health and safety measures 
which can be approved by a 
majority vote of member 
states. If forward as employ- 
ment measures, which West- 


A sharper cutting edge 

Charles Batchelor on consultancy for Sheffield businesses 


S mall businesses can 
achieve marked improve- 
ments in their perfor- 
mance if they are given the 
right sort of help, according to 
a project involving 16 small 
firms in Sheffield, West York- 
shire. The project, which 
teamed up a professional con- 
sultant with each business 
owner tor 12 months, suggests 
that many small businesses 
have untapped potential 
For most of the business- 
owners the notion of sharing 
their ideas with an outsider 
and of conducting a critical 
analysis of their business was 
new, a repot* on the project 
states. The businesses ranged 
from silver cutlery processing 
.through specialist cheese 
retailing to T-shirt printing. 
The owners were mainly in 
their mid- to Iate-20s and most 
of the businesses had been 
established for between one 
and three years. 

Even those firms showing 


good growth owed their record 
to strong external forces rather 
tiywi to their own planning, the 
report said. Most had lurched 
from crisis to crisis. One aim of 
the programme was to encour- 
age firm to develop its 
own three-year plan, though 
most managers could not find 
the time to do this. 

Thirteen of the companies 
involved increased their turn- 
over, in some cases by as much 
as half Ten firms significantly 
improved profitability by 
reducing costs and increasing 
m uf gj p K while eight firms 
increased employee numbers. 
There is sufficient evidence to 
attribute these increases to the 
consultants’ advice, the report 
says. 

In many cases the consul- 
tancy help led to the managers 
showing a greater ability to 
manag e chang e and draw in 
outside expertise when they 
realised their own limitations. 
Others reported they were bet- 


ter at managing themselves, 
their time and their staff. 

Many of the firms had 
adopted new accounting and 
internal control procedures 
and some had changed their 
accountant A notable problem 
was the poor quality of the 
accounting service sold to the 
firms Many accountants pro- 
vided little more than a book- 
keeping facility, fpid in some 
cases a very slow one, the 
report said. 

In all the consultants 
realised they needed to meet 
the firms more frequently than 
they had expected. The Shef- 
field programme provides valu- 
able •inftig'htft to organisations 
engaged in helping small busi- 
nesses, the reports author’s 
state. 

A Growth Programme for 
Young Entrepreneurs. £7.95. 
From Sheffield Enterprise 
Agency, 5 Palmerston Road, 
Sheffield S10 2TE. Tel. 0742 
755721. 


Why property is a better bet 

T he future looks very of a £500,000 limit (since among people of the BE 
gloomy for trading com- raised to £750,000) on the there are many more ca 
panics trying to raise amount a trading company small groups of lndlvi 


minster believes they are, they 
would require unanimity and 
could be blocked. 

Despite their discouraging 
meeting in Brussels the British 
small business groups are 
determined to broaden the 
attack by involving other small 
firms organisations in their 
campaign. A recent meeting of 
independent business organisa- 
tions in Germany showed they 
were strongly opposed to the 
terms of the Charter, says 
Mayo. 

Small business or ganisatio ns 
plan a* joint tetter to Papan- 
dreou and Cardosa e Cunha 
reiterating their views, while 
they will also be writing to the 
European Economic and Social 
Committee, which advises the 
nnmmkakm, and to individual 
Members of the European Par- 
liament. 

Small hadnew organisations 
recognise that their prospects 
of Mocking the social action 
plan are small though they 
hope to modify its more objec- 
tionable features. According to 
Michael Ivens, director of Aims 
Of Industry, a campaigning 
group for “free enterprise”: 
“There is a good row brewing 
up." 


T he future looks very 
gloomy far trading com- 
panies trying to raise 
Business Expansion Scheme 
funds because investments in 
residential property companies 
provide a far better bet for 
investors, according to the lat- 
est BBS guide* from accoun- 
tants Stoy Hayward. 

More than £L2bn has been 
raised under the wwt scheme 
over the pest eight years but 
the amount going to trading 
(nonproperty) companies has 
declined sharply since 1988/89. 
This was due to the Imposition 

In brief. . . 

■ The failure of Lowndes 
Queensway and the refinanc- 
ings of Mil and Magnet have 
taken the gloss off the buy-out 
market but large numbers of 
small to medium-sized buy- 
outs are still being financed. A 
two-day conference on buy- 
outs in the UK and continental 
Europe will be held in London 
on November 28 and 29. 

Contact Business Research 
International, IRC Bouse, Can- 
ada Road, Byfleet, Surrey , 
KT14 7JL. Tel 071-6374383. Con- 
ference fee £525 + VAT. 


of a £500,000 limit (since 
raised to £750,000) on the 
amount a trading company 
could raise in any year and the 
introduction of relief for 
investment in companies let- 
ting residential property on 
assured tenancies. 

For investors looking purely 
for a tax shelter there Is no 
choice, die guide says. Resi- 
dential property offers a low- 
risk, asset-backed Investment 
and costs of promoting the 
fund-raising are spread over 
£5m rather than £750,000. 
There is a growing awareness 

business have received little 
attention despite increased 
interest in the small firms area 
generally and the feet that 76 
per cent of UK businesses are 
family-owned or controlled. 

A series of one-day seminars 
on questions such as succes- 
sion planning, maintaining 
Independence and realising the 
potential of the family business 
will be held in Glasgow (Octo- 
ber 29), Nottin gham (October 
81) and London (November 1). 

Contact Stay Hayward Con- 
ference Services, 39-41 North 
Road, London N7-9DP. Tel 
071-607 5322. Seminar fee £250 
+ VAT. 


I Issues concerning the family ■ Four million people’ are 


among people of the BES and 
there are many more cases of 
small groups of Individuals 
setting up their own BES-fi- 
nanced companies but the BES 
conditions are a potential 
wiTna fteid and the tax reliefs 
can easily be lost if one of the 
conditions is breached, the 
guide warns. 

•Business Expansion Scheme 
- Your Questions Answered. 56 
pages. Free from Marketing 
Dept, !&oy Hayward, 8 Baker 
Street, London WlM IDA. 


expected to be working from 
home by 1995 thereby avoid- 
ing paying rent for business 
premises, paying travelling 
expenses and undergoing often 
uncomfortable commuting. 
They may also, however, feel 
isolated, cut off from interac- 
tion with colleagues and find 
business issues spilling over 
into family life. 

A basic guide to some of the 
issues raised by working from 
home and to some of the equip- 
ment now available for keeping 
In touch with the outside 
world is available from British 
Telecom. 

A Guide to Working from 
Home. 16 pages. Free. Tel Free- 
fone 0800 800 845. 


BUSINESS OPPORTUNITIES 
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GOVERNMENT OF POLAND 
INVITATION TO NEGOTIATE 

FABRYKA MASZYN PAPIERNICZYCH (“FAMPA") 

As pan of the Polish Government's privatisation programme 
and pursuant to the Polish State Enterprise Privadsarioa Act 1 990 
(“the Privatisation Act”) an umtadoa to negotiate is extended by 
die Polish Ministry of Privatisation to interested panics with 
proven experience of paper making machinery for the purchase of 
a n rir—mwl minority interest in or in the business of a newly 
incorporated joint stock company which will own the business 
and assets ofThr ritisdng Polish ware owned enterprise known as 
FAMPA. 

In addition to the sale of a substantial minority interest in the 
company to a trade purchaser, employees of FAMPA will be 
offered shares in the company in accordance with the Privarisarion 
Act. 

FAMPA manufactures paper making machines under licence 
from Beloit Corporation, USA. It is the leading manufacturer m 
both Polish and Eastern European markets including 
Czechoslovakia, USSR, Romania, Bulgaria and Hungary. 

Preference will be given to those patties who can offer a strong 
commitment to developing and expanding FAMPA’s existing 
operations. 

For further information regarding FAMPA please contact: 

Oliver Letwin 

N M Rothschild & Sons Limited 
New Court, St. Swithin's Lane, London EC4P 4DU 
v^uxx, Tdephooe; 07 , .280 5083 

Member of TSA 



B rear ley - 'Greens 

12 Horton Street, Hulil.tx 
Telephone (0422) 3300SS 
I ; ,V (0422) 330501 


INVESTMENT funding available 

.. COIlipj'lV ll.is .-111 IlllllSflJ 

£ it,! Oil- o ■ _ >' r '.2 ’ ^ , 5 J , ( u o„ favpnr.iMt! Wims as well .t> £S 
facility ot , . _ ( < j aSfl< .ts, Would bo intoros tod in 

stiuent or trading portfolio of good 

look- nt joint venture;, or off balance 
pn.-i>> ,< tl to !»' fk-siblo sr.<J creative btit 

„ot concutK-r devuiopnionts. . 

tho first instance: To Box 

One Southwark Bricip.c, 


million of t.noncumbor 
■acquiring, property »iv< 
qurdity. It Will 
theft situations. 


Ftcj-si'. writ'-'. 

POSSS. Fbunci SHL 


EQUITY FINANCE FOR 
TROUBLED COMPANIES 

We are willing to invest in 
companies requiring new funds to 
survive. 

Minimum Turnover : £2M (No max). 

Location : UK 

Board Seats Required. 

Ail Sectors Considered. 

Confidentiality assured. 

Write to Box No. F9977, Financial Times, 
One Southwark Bridge, London SE1 9HL 

WE ARE TSA MEMBERS 

INVESTOR / INVESTORS REQUIRED 

For Om em m fc ip of a ptlvUdy ownad mawuCi ic luring co m p any now 
woojpsisod m ■ world leader ia the mw development of Hgb tech, Ugh 
performance water based faufaatxU coating* Dowieetg nan lranxkm* nco- 
n^Mimlilt farihwnt hA 

Totally environmentally and ecologically rafe with raven of proven 
fl.M testing fat highly corraoive anas of petrochemical marine and aft* 
offsh ore. 

Approved by numerous government botfiea woridtride to mot with new 
far cleaner envlrot un e ma . 

80% of tin c ompa ny odea mb ex p o rt ed to 20 co u ntries i nd tMg n g America 
coast to const 


Ttrfa ts a prime oppor t u n ity to Invest in the fatare expansion of coc yn y 
as H Introduces farther new products to mrm a safer - rlranrr hr niltliliu 
c n v h w im m aiki to combat todays a tmosph eric pogaaonwoddwidt. 

tototfaw tof a TOa lfa n fai toe atttetcmcnafldreae plw ee i rail a rn 


The Company Aocoontantsj- 
Halpem fc Woolf Accountants 
Halpern Honan 
PrterieyRoad 
Oxford 0X4 3NG 

TtrPi w*w af<*i Q w p a »yawi* w| 


Fbr attention of Mr Math Skntth 

Telephone Noc 0865 774645 
Fax Noe 0665 72 1001 


«w cfll* Cm pm, V m^ti¥Mrtah ff»aKan4eda*Wi n ine 

MiiU BMd ty HAiremMtD WCQUfrftw i i ff' i rlad frl te Jh rt i t an<|fQ n tr i ad 


MINIMUM: £1, 


Development Capital 

Property Finance for Development, 
Dealing and Investment 

Corporate Re-structure, Mergers, 
Acquisitions, Flotations, etc. 


CORPORATE FINANCE CONSULTANTS 
LIMITED 

75-77 Moscow Road, London W2 4XW 
Tel: 071-727 6474 Fax: 071-221 1196 


FOR SALE 

A rare collection of 
vehicle registrations 

MG.2. 

MG.3. 

MG.4. 

P.O.A. ENGLAND 
Tel: 0582 480850 

SUPPORT A WINNING TEAM 

Support a winning team in next year’* (TMSA Championship) 
DAYTONA 34 HOURS, MIAMI GRAND PR DC and receive FREE up 
to £250,000 of commercials on a European Radio Station 
reaching over 3 million listeners each week. Plus FREE extensive, 
hid colour, fiill page advertising in a popular international magazine. 

THE PACKAGE, massive media exposure through your 
involvement with a winning race team competing at worfcMevel 

and Europe to over 64 ~ 

million viewers. M ” Iflite 

BACK THE TEAM •» 

THAT WON ■38''" V ’ W 

AT DAYTONA 
LAST YEAR. 

COMPLETE 

(full season) ft v 

SUPPORT PACKAGES MWK EaS S fc < (y ft ‘ 1 f | $881 - 1 
FROM £15.000. ■ H**®™ * «*=»* B ™ aaJ90S ® 

Telephone Arundel (0903) 884782 (Fax 0903 884774) 


PROPERTY SITUATIONS 

Fully listed Public Company Is looking to acquire 
high yielding investments, portfolios, acquisition of 
shares of property companies and distressed 
property sales. Quick decisions and* completion 
dates to suit 

Agents retained, full details to 
Fruhman, Davies & Company 
Telephone No: 061 833 0578 Fax No: 061 834 4846 

INVESTMENT UNITS AVAILABLE 
FOR WEST END TRANSFER 

of Kings Head Theatre production of “FLARE 
PATH” by TERENCE RATTIGAN. Contact Nick 
Pitt, Kings Street Theatre Productions Ltd., 1 IS 
Upper SL, London N1 1QN. Tel: 071 226 8561. 


COMPANY SEEKS FINANCE 

to launch new project with great prospects. 
Investment required £1,000,000. This is a good 
opportunity for investors with foresight. 

Apply la wr iting to Fordhatm & Co, 

Sfaea Street Q areh rra, Sager Shred, Lrt odoo. EG2A <Q. 
Quoting Ref CH- 


EXCLUSIVE DISTRIBUTORSHIP 
American manufacturer of quafity process and analytical 
In sfaum ent al ion components is reeking two new local dfetributars 
for market expanfeon in 

ITALY AND SPAIN 

Qualified applicants should have a technical or commercial 
backgroun, be blingualinltafian or Spanish and Engfish, and hove 
proven dract sales or management success. 

Local interview appointments should be requested in writing wffli 
profe s sional quafificaHons and job Hskny enclosed foe 
Box No. H72S5. Fi na ncial Timas, 

One Southwark Bridge. London SE1 9HL 

SOFTWARE MARKETING 

Major Software Development company 
seeks smaller company to market and 
maintain an accounting system. 

System can handle both currency 
operations and also consolidation. 

Ba teman Accounting Sendees 
TEMPLE HOUSE, MARLOW ROAD, BOURNE END SL8 STD 
Telephone: 0628 810910 Re£ SSI 90 


PROPERTY INVESTMENT 

Substantial public company interested in swapping 
coninierci.il property investments with another 
public company. 1 ilo.il -,iro would be between £5 
£10 million. 

P I ? .» i «’• v. i i L* t* Box F&f/hJ, FittLKici.il T iillOS. 

One S*tithv,aib Bitfh;C« 

L o i i SEl VH L 


WELL ESTABLISHED AND PRESTIGIOUS LONDON 
NIGHTSPOT SEEKS EQUITY AND LOAN INVESTORS 
A total sum of £1 million is sought with substantial minority 
-equity stake available. The business is asset backed has solid 
membership and offers a sound growth. Seriously int e nt ioned 
Principals «lwnM 

Write to Box F9982, Fi nanc i al Tunes, 

One Southwark Bridge, LONDON. SE1 9HL 

TELEPHONE ANSWERING/TELEMARKETING 
SPARE CAPACITY 


•Huadaxbof Bom 


■ 0800 DfX and otfam 
Tbtflthi LipUly 


— ta ■AdyasnoWBacd "Up bt>40 hnreta 

•FtndUaaoftwaM *OntorpmNtBg "Putins 4 K*dJoHnhi 

lirfriirtnl In Betting no arnai 

■ ■riin w. inW ri hog wAuBgof tnffic. Far date 
plr — r wrtr to: B<m PWM, Rtumdal Ttoe^ Pie Boo tlu v gk Brtdgg. La»do«i ga 9HL 


Berkeley 
Square 
W1 


Immediately available - 
luxuriously furnished, 
self-contained, 
air-conditioned office 
suites wrath full 

service/term 
by arrangement. 

For foil details please contacfc- 
Nlghtingale Secretarial, 

3 Berkeley Square, 

London, W1X 5HG 
Teh 071-629 6116 
Fax: 071-491 4811 


INVESTORS WANTED 

New national discount 
company seeks additional loan 
capital for the development of 
Ha business. High rate of 
Interest paid monthly on 
12 month loans. 

For further details, please 
contact T. W. CoUlns, 

S2a Cornwall Gardens, 
London SW7 4SG 
telephone and fax 
(071)376 2292. 


MORTGAGES 

On Conmerda] & Industrial 
Proparti n at prime rates 5/10 
yeara. Interna only. Minimum 
loan £500,000. 


EnaAleegnanOndM 

HDBCH INT (FfamcW Stnka) 
LTD 

W Bnfcdey Strert, Wt 
T* (7M29 5851 Hus WTUn9 04T9 
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TIMES TUESP^» - 


BUSINESS OPPORTUNITIES 



SALES 
LEASEBACK 

(Property or Heavy Plant) 

H you are suffering from the cuirent 
high level of Merest rates and would, 
as a result Bte to release the 
valuable capital tied up In either 
p roperty (minimum £5 00000) 
or heavy plant and machinery 
(minimum £200.000). we may be 
able to help. 

In the find Instance ptaose fciword 
a copy of your latest balance she«* 
(minimum net worth £1 mfflton} 
together with fufl detaBs of 
property /plant and machinery for 
an early decision. 

Altemativefyi to arrange a confidential 
(fiseusaton to cover your 
requ ir ements please contact 
Kevin L BOngs 
Corporate Finance DMston 

Ackrill Carr pic 

IMeont House. Kagfcy Roidj 

Bbndnfltum. BIG HTP 
■ft* 021-456 1363 
Pun 021-456 1524 



Representation 

abroad? 

No problem 
with us in 
Duesseldorf! 


OFFICE+SER VICE-CENTER 
INTERIM-BOROS GMBH 
Ac&entrofic 74 • D-4000 DasseUraf I 
TeL 021 1/36 77-0 - Telefax 36 77-100 


I n ve stm ent In Realestate 
and Immovables 

Qty of MsseUerf 

- Long-termed period of lease 

- Investment 59 Mlo. np to ISO 
Mia. DM 

~*** aaal Investment: 

- South of Stuttgart 

- Hfirth dose to Kdln 
Investment 15 Mio. op to ISO 
Mlo. DM 


Fides Consultants LtdL, 
Holbom House, 52-54 
Holbora. London WCIV 
T, Fax; 071 831 60 99 


TERRORIST ATTACKT 

Ox totod Vehicle Security 
System could malm the 
problem. 

Teh (0502)713050/712482 


MANA GEME NT WITH 

cyseek 

COMP/ 


MONEY SEEKS QUOTED 
*ANY 


Successful ex-public company 
team with £2m rands seeks 
management involvement with 
interesting quoted company. 
Service sector p r efe rre d. Adi 
proposals considered. Princi- 
pals only 

Writo to thK F9987, Rnaodal Tomm, 
Ora Sootibmik Bridge; 

Loadoo SEI 9HL. 


RTTZ HOSPITALITY 
ASSOCIATES INC. 

We spndn Bra in Resorts, Hotels 
and Golf Management in the 
Southeastern United Stales and 
Caribbean. We can re p rase ui your 
leisure property investments aho 
acquire or liquidate on your 
behalf. Contact: Derrick M 
Barnett, CEO RHA. Inc 1715 N. 
Westshore Blvd, Suite 310, Tampa 
FL 33607 U^A. 

Tet 010-1-813-289-6619. 


SESAME SEEDS! 

ABLE BUYER WANTED. 

100UT AVAILABLE- 
SOUND MERCHANTABLE 
QUALITY 

MAX. 2% ADMIXTURE 
OIL CONTENT *194% 
ffignia origin 

TEL: 071 435 0133 


TOP LEVEL 
BUSINESSMAN 

Chief m m hc with wide n g irtkac ! in 
wrice sad amaarar gooda Indna ii ra . 
UK and oeum . ta availaMo in develop 
growing berinca or revive ailing con* 
pnny^ SE hxataon p referred. PIcmo write 

Write Box F9975. Hnmdal Tintoa, One 
Southwark Bridge. LONDON. SEI 9UL 


Small, pr t wSaty ownad 
■padallat pubOafting company 
comprising two trade tttloa In 
the leisure industry, soaks 
Injection at capital or would 
consider outright sale. 
Principals only. 

wm* Box FB07B. RnancM TlntM. Ono 

Souttmarii Bridon. London SEI 8HL 


SOFTWARE HOUSE 

with Internationally known 
products and world-wide client 
base seeks Investment partner 
tor next stags of business 
development. 

For datoBa arito to Oaaoon Noam 
Corponm RnoncaLld, 9 Mnrteol Plant, 
WMM. Somorrat BAS «F. 


DEVELOPMENT 

ZONE 

Northern Franco, clou to tunnel but 
sot in attractive countryside (and 
dtoa - aU atua available with 
substantial Incentiva* to 
entrepreneurial companies. No 
developers Involved. 

Phone: 081 943 4346 


SHELL 

COMPANY 

available for reverse injection 
and stock market quote. 
Please write to Box F9980, 

Financial Tunc*, One Southwark 

Bridge, London SEI 9HL 


■UTBia OR SELIMB A COMPANY? Finance 
ter Expansion? Qerhoff Bentley 
awdMtao. 

UNIQUE TOEHOLD PROPERTV OPPOffTlI- 
NfTY. fV wMlOld budding oomaMrcW BOO 
•q-ft * S (hm tied mb. Superb eondi- 
■cm CUA000. TW owner 071 724 5337 far 
dwelt*. 


UnSBCUKED 

COMMERCIAL VnttHCX 

BURNS- AN PKRaO N TRADE 
FINANCE LIMITED are abk ta 
offer preCesafanaDy raan ag rd 
UKSECURED financ e far bade 
( minim um £70,000) ta gpod 
quahty i*ii ILI11 11 nppttcaiitn. 
Oar reputa b le a u»U b taBared tn 
your needs and fa designed ta 
canralcnettt your catering 
bmikto g faritfUca, not repla c e 

111— W- 

tf yen vnM Hke farther 
fn fo ro ra t** 1 " tekphau Raul 
Newton ACA or Ruth Uaeb on 
061 832 8484 or write to them at: 


crus sh n k 

in ter nut ion nl 


Your office m 
BRUSSELS 
WARSAW 
BUDAPEST 
LONDON 
MADRID 
NEW YORK 
WASHINGTON DjC 
LOS ANGELES 
SAN FRANCISCO 
My I 


Tfe loote *44 SI Ml 30» 

In. ■!, i 

USA h* too MO 7M ISOS 


Property 

Finance 

Sterling and currency 
funds available at fixed, 
or variable rate on 
investments and 
owner-occupied. Low 
start and deferred 
interest schemes 
available. 

JOHN CHARCOL 
COMMERCIAL 
195 Knightsbridge, 
London SW7 IRE 
Td 071-589 2626 and ask far 
Commercial Department 


SUSSEX 

HOUSEBUILDER 
has project (STARTER 
HOMES) that will produce 
£700,000 Profit in one year's 
time (approx). I need £250,000 
or £25,000 per month for 
overheads until this time. 
INTEREST and FIXED FEE 
guaranteed from returns. No 
Broken, only Priori pals who 
cart act. 

Write Box F9950, Financial 
limes. One Southwark 
Bridge, LONDON. SEI 9HL 


r An you interested in a unique 
oppor t unity to pur-' . - - 

cfaoBft a sup er b Villa UVILP 

plot 2000 sq.m, on IN THE 

- — ALGARVE 

Count at a par- 
ticularly attractive price? L imited 
number ef plan available ahead of 
aura marketing campaign s c h edu l ed 
far 199L 

Contact Jonathan Infix* -Weto 
BBSMESS LEUOBE REMBRCH LTR. 
139 Northcou Road. London SWU 6PX. 
Tel: 071-7X8 2428. 
a BMR INTERNATIONAL company A 


REVIEWING YOUR 
DISTRIBUTION? 


* 3000 peltet space* In large 
modern Northampton war*- 
house 

* National dfartribuHon 

* Madam mD contained offices 

* Modem support systems 

If you require further Information 
please contact Jim Busan on 
0294 678721. 


YOUR PARTNER IN SPAIN 

FBgtewarth mature hminmsnis n woaM 
■mot year group to get cstsMtabed m 
Spain - either dinedr or through ajdm 
ren cure with a tdiiUe local emmierpsn 
- muring con tinuity by taking a penna- 
DCWL eqsny oonrideoiiaa end an oouMc 
tfimctoretDp. Only market inadm need 
apply m arid c onfi d m oc to; 

CNX sa. VcUzqnez 54, 28001 Madrid 


SPECIALIST 

FOUNDRY 

Specialist jobbing foundry produc- 
ing electrically melted alloya 
requires cash injection or link with 
trade partner to aid fatere expan- 
sion/ 

Write to Box F9986. Financial Tfaact. 
One Southwark Bridpu 
Londoa SEI 9WL. 


Ek Mtimaiultl dkector tor Frmdi xo- 
oldWrtae or UK. ratal pic wffli many 
y aar a nxpertaoea can help you tniari 
Hah within and exploit me French 
market 

Contact PMIppo OAVET 
SJLQ.E- Ud 
Tat 010 S31 47D14nS 
Fax: 010 351 47414788 


RUBBER 
MOULDING CO. 

Turnover £ I million seeks merger 
with similar business to share 
overheads and improve profitabii- 
ity. 

Wide to Boa F 9974. Haaocial Times, 
Ora SoniitMktk Bridge, 

London SEI 9HL 


RMSTMHfT OPMMTUMTY 10 pueblo atyla 
housoa with own gontoM and emmmi 
pool ktoal toffing opportunity on edga at 
MU viriaga about SO mlniitaa drive Mono 
bom aoutii coaat Spate. Sub owner wtoh- 
Ing to live In area and dartre Ineome from 
tolling. Opportunity to build further 10 unto 
H required. 7tonbamBAB£T UHL 14 Nigh 
Street, God aiming, Surrey. GU7 1DL 
Enfltend. 00144 4S6S 28523 or Fax 
00144 tan so66i. 

COnPORATE n HANC IA L ADVISORS Offiw a 
wfato range m a ne nctog opdona/aoiunona 
toft rowing bue l naaaa a . Brochure from: 
■rttGRATBD CORPOftATE RESOURCES, 
8. Brtonnla Ptace, Both SkeeL 8t Haitor, 
Aot emr CJ . Tel/Fax 44^4&.480in or 
4TZOB7I. 

US ffi ndd. L stt eo. Lab. w. nvrv atoek. 
KWA ENTBIPRISE HK. Fmc 832 W7 7673. 



Touche 

Ross 




I C. Marsh & Son Limited 

(hi Administrative Receivership) 

The Joint Administrative Receivers offer for sale the business and 
assets of the above company engaged in clothes retailing. 

□ Prime leasehold retail premises of 6300 sq. ft on three floore in 
Clifton, Bristol operating as a departmental store. 

□ Contracts to manage shops at leading schools. 

□ School uniform turnover of AL2 milli on per annum. 

□ Concessions based in quality department stores. 

□ An opportunity to acquire the business and goodwill of a long 
established company formed In 1877. 

For further information contact the Joint Administrative Receiver 
David Bird or Simon Thomas at the address below: 

Queen Anne House, 69/71 Queen Square, Bristol BS1 4JP 
TeL 0272 211622. Fax; 0272 292801. 

irey oo tornsew Budnov ty ibe Undo*- at Outvied Accrmm hi Eogbrel god vuo. 



Danetre Business Systems Unrited 

The Joint Administr ative Receivers offer for sale the business and aww of this company 
which specialises in die supply of UK manu&ctured computers and back up services to a 
number of diems particularly in the field of schools and local government. 

4 Highly specialised and motivated w o rkfo rce of 20. 

4 Modem leasehold premises in Northampton. 

4 Tlimover in the region of £2 .5m pa annum. 

4 Forward orders and customer lists. 

For further details please contact The Joint Administrative Receiver, 

A P Supporter* FCA, (Ref. CMH) at Stay Hayward, 8 Baker Street, London W1M IDA. 
Teh 071-486 5888, Fax: 071-187 3686, Telex: 267716 HORWAX 

STOYHAYVC2VRD 

Accountants and Business Advisers A member of Horwath International 

A llllinria ed by the limklllr of flharti-»Wl A>remtani.in 1-nglMvlMiil l IBiUiw«wynn iiy w « m »i n Liinif« 


/ 


WT M Cleghorn and G S Goldie, 

Joint Administrative Receivers, 
offer for sale the business and assets of:- 



In Administrative Receivership 

Along sstabfishod boafixAtor and repairer far #» fishing ndusby, Government 
bodes and the private sector. 

• 4,000 square meter site incofporaSng 2 covered slipways 

• Fully equipped wmkshops 

• Average annual turnover £600,000 • 

• Skilled workforce 

• Experience in buBcfeng tndc^edass of MFV yachts 

• Extensive stocks 

• Reputation tor quaSty 

For further details contact B1 Guy of 29 Abercrombie Place, Edinburgh. 
Telephone 03f 557 2111, Fax 031 556 2751, or A Mdean at Ihe company* 
premises, Telephone M 907 50231, Fax 08907 51334. 


// 


Co* (tofa h autotorad in kn ran* at Cooptra a Igbrand 
MoM* by ton fcffiMn ol CMmd Aceowtoito to EogM 
rad Wn to eny m Hmmimiii Brakww 


(Cork Gu 




WILLIAM 


HILLARY 


9 WEU-ESTABUSHED AND PROFITABLE 

SQUASH/HEALTH AND 
SNOOKER CLUBS 

• 5 in London/Home Counties, 

3 in Midlands, 1 in North East 

• Most with owner/ manager's 

accommodation 

• 1989 operating profit £917,000 

i a whole, hi group* or I raHvIJu ully 
limit price* from £400,000 upward* 
or £5 mllHoffi for the package 

P ub h I» fro** 

WlUiAM HfllAHY S COMPANY 
47 HIGH STREET SALISBURY WILTSHIRE SP1 2QF 
TEL: 0722 27101 FAX: 0722 611803 


LEISURE AND HOTELS 


i 


SUCCESSFUL PRECISION ENGINEERS 
IN 

PACKAGING INDUSTRY 
BASED IN S.E. ENGLAND 
WITH 

ESTABLISHED MANAGEMENT 

& 

SKILLED WORFORCE 

Full Order Book - Blue Chip Customers 
Annual Turnover £1m + 

Net Profit Some £200,000 

Price £2m (including a valuable freehold fully let, 
worth itself alone some Elm). 

For further particulars contact 
A.W. Mudd & Co., 

Audit House, 151 High Street, 

Biilericay, Essex. CM12 9AB Ref: AWM 


BOOTY FMANCE/WORIQWO PARTNER RBQWWm. 

DtOITAL PIVEHTgn 
VAAUBLE SPEED DRIVE 

Engineering company tun developed an advanead digital central variabla 
■pend drive requiring equity Investment to finance me market launch. 

Write Bex H72T0, Financial Tknea. 

One Southwark Bridge, London SEI 8HL 


Touche 

Ross 




DRTinternatJonaj 


A. E. Chariesworth & Company Ltd. 

On Adm i nistr a twe Recewefship) 

The Joint Administrative Receivers offer for sale the business and! 
assets of a piece dyeing and finishing compary with a small Knitting 
capacity based in Leicester. 

□ 40,000 sq. ft. freehold property. . . 

□ Highly skilled workforce. 

□ Significant export customer base. 

□ Annual turnover approximately £3,500,000. 

For further information contact Mr Nirmal Borkhataria at Leicester 
(0533) 620777. Alternatively contact the joint Administrative Receiver 
Mr Peter Bendafl at the address below. 

Newarer House, 11 NewhaU Street, Birmingham B3 3NY. 

TeL 021 200 2211. Fax.- 021 236 1513. 

>■■■ u mm. *■ Mcaara In tog*™! rad W* 


EQUIPMENT 

MANUFACTURING 

COMPANY 

World-wide Market 
Leader. Allied to the 
Medical/ 
Pharmaceutical 
Industries. Profits, 
record and sound 
management team. 
£1.3M for Business 
£2.15M with Property 

Writ* BOX H72B2. 

F in an c i al Timas. 

Orn SoutTuraric Bri dgo. 

London SEI BHL 


Charles CCemem 

ESTABLISHED 1S96 

Reutikr of High Quality 
Giftware in Burlington Arcade | 

Business for $*1" 

Please write to Harvey Bert, 
46, B Islington Arcade, 
London W1 



CHRISTIE & C2 



BURY ST. EDMUNDS 
SUFFOLK 

Potential Nursing Home 

Substantial Tudor style property, 
covering 13,550 sq. ft. Set in 
13 acres with planning consent for 
67 bedrooms. Would suit alternative use. 

. Offers In region of £1,000,000 

Ipswich Office Ref 7/3519 ■■ 


IPSWICH OFFICE 

04/5-256588 • 


Humberts Leisure 


The JdM administrative racehrera otter tor Sato. 

DebenVaUeyGotf and Country Club 

Woodridge • Suffoflc 

tpawfchSmaes 

A superb opportunity to acquire a 
newly built Goff Course and 
a Clubhouse in an advanced stage 
of construction. 

• IB hole course set fn undutaUng poridand. 
e PatJaSy butt dubhouse with addMonal letsuna tadBttes. 

• 23 Letting Bedrooms. • Designed computeftead Irrigation system. . 

Fdr Sale by Private Treaty. Offers Invited. 

JAtSabAmnlK 

Lawson Price IkrabortsLebira 

95 Week Street, Makfafane. 25 Gromenor Street, 

KontME141QX LondonWIXSFE 

Tet 0822 890740 Tat 07 1-4129 6700 

Contact: TbnBMiop ARCS Contact Toni liarrlotiArecs 

Grant ThomtonS 




Devon * Dartmoor National Park 

Exeter 9 mfles, A38A45 3 mBes. 

Canonteign 

A spectacular classic mansion In an 
historic park setting. 

7recep6on roams. 8 principal bedrooms, 5 bathrooms, 

7 secondary bedrooms and bathroom, nursery sufle, Mtchsns and domestic 
quarters, extensive tower ground floor and vatetedccMaia. 

Indoor Pool Parted todge. 

88 acres d park and natural woodtand (shooting rights oner approximately 
600 acres and fishing rights on the River Teign). 

Ideal for residential or hotel/ 

leisure use. | 

Inal about 89 acres. | 

Detsfls: 1 

Humberts Exatar Office (0392) 21 15» or London Office ° 


Humberts Chartered Surveyors 25 Grosveno- S’.reet 

Tel: 071-629 6700 fKtLLK? 




The Joint Administrative Receivers 
offer for sale the business of 


V • • .. •••ir* I . *a/M 4.x v ;•.* /■ ‘ •.v. v,/. . . 

1 r- 





A company manufacturing singte giazed limberptesT window units, based in 
Hull, N Humberckfe. 

• Freehold tand, offices, factory and warehouses 

• Site approx 11 acres 

• Planl machmefy, Stock and Work fn progress 

• Annual Turnover approximately E5m- 

• Local Authority contracts 

For further enquiries contact M J Moore (quote ref: 3301} at Cwfc Gufiy. Afaton 
Court, 5 Albion Race. Leeds LSI 6JP. Telephone 0532 457332, 
Fax 0532 434567. 


CM Ci#y It MnM In Bm ram Si Grafra* t Lftorad 
Melto te 0 m bHatn ol QratMudl Asematorai to EnglMd 
rad WHrato cany on townmnl Butinera 


I 


The Joint AdmUatrataa Receivers invite oSani tor the assets, undertaking and 
goodni of (he above Companies. 

• Gtouoeetw- Long lease on 6.5 acre site 

• Birmingham- Freehold 1 acre site 

• Turnover £8 NHon * 

• 80 Employees 

• Substantial Timber Slock 

• Strong Customer Base 

PtdenSal Purchasers should contact Ur Steve hfin or Mr Phil Gorman at Cork 

Cully, Lennox House, Spa Road, Gloucester GL1 1XD (0452 4230311 - 

or at Vfffiams & Farmer Ltd (0452 300300). 

CM 01% to HOraM In Bw ram. of Coopen. A L^trnmd 
DriaMlvtraiMilMriCrairaraAcaiuMma MEnguod 
rad Wrira to Cray on tonM Bninn* 


Cork Gully 



If 



For Sale 


^visioilof 


StwnsnitaTW9’0i*togl>d^isDmo|Drcortraciwlofnoua*igmo(l*misa*ontnl 
mrartBrane* In CMid ScaacTO 

KB aowftrfl MtfftBlor vtrtuffirflxdudnb toScotfah Homn«NchhraahaMinB*)askln 
«58S3 ol 60.000 unto. Mar ttu rato B em bo ton to puree wad to otwr mortals. 

• AdMteainaiifacqrnptoeraM tfarwd axmod M nn d nlinmraflnd 

rawtadu 

4 TtnKrmtoiaBateO-tnxnlmaia < E28i>teon 

• TnMi«MairaMtoixiirallatvMhmq|M|fafwM«onkieenpdaintaMMr 

• Broatiforioert operations on cortrncJBie to £2 j6 ratoon 

• Buttress art immdtaira to rate educing 

• 7n«MaMiMBlxaMtoiieaa 

to pem, mm ana sack 


■ Aihj lull uWy 000 opsiulhts one 130 staff 
Foriufiter ra ra na Bo n . ptoM a raod: 
KMSPeW 

CoaparaeLymnaOdHto 
IMCngafator 
Edntmnpi EH34JZ 
W 03 1 2262889 
tec 03 1226 2092 


LONDON TRAVEL AGENCY 

This profitable London travel agency 
with offices in the City and West End 
is predominantly business house with 
turnover of approx £7 milli on. Its 
client list contains a good cross section 
of long established clients and it has an 
important business in supplying travel 
to members of large associations. 

Interested parties should write to 
Box H7271, Financial Tunes, 

One Southwark Bridge, 

LONDON. SEI 9HL 




■ ftUtomNtfhda 






1 ^ 



Long erabfished and refracted Tour Operator to HgNy ipedalwd a*-ihe- 
year-rotrid mariraa. Corotetert praSa *h(Nrbo excettera rrtums. SO mltae 
tarn London. FtaobtolMao. wWfante 21jW» Miuare tootmtabto 

to aanwbuWng write aubatsrtW car parking. Shuatad only ttahofldtetanoa 
torn Sltelqn and lo*wotofiato.Exik4tert g aodiiH 8 and continuing M to o gaina n L 
Group conaofidalion rMton tor sale. Prindpala only » Company Secretary. 
Wfrtto 10 Box No- K7247, Ffrrencfal Tferwe, 

One Soutfraaric Bridge. London SEI BHL 


SShuESov 


HOW TO VALUE AND 
NEGOTIATE THE SALE 
OF A BUSINESS 

by amstopher Starnes BSc ACA 

Thb rt — tn t uie rai bwu 

■pprarafttotoatoti 
puMotthn Of atop 
l»rfra«r*.IOV«t- oww: 

i ** - 

I ' 

I P toi* * ctorg* vtBA/acceaa ac Nk . 

1 E*pfryl 


^ **« ast am sm $m ms sh * 











33 



$ 17 


BUSINESSES FOR SALE 


a “ a *«=r Dnko Swr*. Cbaarx CHI 1RP 
, T « ^5 0244 310076 Ax Noe 03*4 31 1212 
,DEAL ACQUISITION OR MERGER OPPORTUNITY 

northern »««„* FOR usteo company 

PRIVATE HEALTHCARE COMPANY EXPANSION 
MWIS CURRENTLY UNDERWAY IN SCOTLAND AND 
_ SOUTHERN ENGLAND 

SOfa- TcgiKcd bod* 

* 1 ' 00 bcdx presently under corntroaian 

• Mainly purpose hoik 

* Strong management uan 

• Substantial land bank 

p-. * Audited accounts and manaaonaK figure* available 

ibefore IWe duige, ^ 

J?!® ‘ £30 °- 000 1989 * £»W>Q0 

jgg°’ £ >-SM Projected 1991 -£2M Projected 


OIL INDUSTRY COMPUTER SERVICES 
AND 

SOFTWARE FOR GEOSCIENCES 
WORKSTATIONS 

Long established software company seeks buyer. Has 
offices. m the UK and the USA, as well as agents 
worldwide. The principal features of the business are: 

* Annual Sales : £2 million approximately 
. User base : Greater than 500 systems 
. Recurring Revenues : 30% of Annual Sales 

Regarded as market leader for Oil Industry 
4 Geosciences Software 

Experienced and Loyal Team of Software Engineers and 
Support Staff 

Equity control is avaifabie to a suitable buyer. 

For further information please write to Box H7289, 
Financial Times, One Southwark Bridge, London SE1 9HL 


FOR SALE 

UK Office Furniture Croup with highly effective sales force. 
Turnover c. £5mn pa. Pre-tax profits c. £550,000. 


Mergers G 
■> ■/ 


WEAlg^UP 


A c quisl t ions 
Contact.- Martin XR&aon 
LOWNDES LTD 3 CHESHAM STREET 
LONDON SW1X SND TELEPHONE 071-823 2080 


LADIES CLOTHING FACTORY FOR SALE 

M anag in g Director who u consdering ret ire ment wishes to dispose 
of a modern factory situated within minutes of Oxford Circus and 
Gt. Portland Sl Tube W.l. The company produces top quality ladies 
tailored coats, jackets, shirts, trousers, dresses and blouses. 

The factory is fully staffed with a highly skilled workforce producing 
for nationally known companies. It is air conditioned and equipped 
with modem machinery. 

The present m anagement are prepared to continue, if required, for a 
negotiated period. 

Write Box H7284, Financial Times, 

One Sootbwarfc Bridge, LONDON. SEI 9HL 


CAD SOFTWARE COMPANY 

Expanding internationally UK based company leader in the UK market 
wtth over 1000 btsteffions. 

Distributors In USA, Canada and Europe. 

Profitable with current annual turnover of £1 million. Scope for- 
exptoitalion of additional inbouBa .developed, products.' 

Seeking merger or sale. 

Principals only. 

Write to: Mai^oo & Co. 144-146 New Bond Street, London W1Y BFD. 


OFFSHORE BANKING 
ft INSURANCE 
CORPORATION? 

£4332 

INCLUDING FIRST 
YEAR 

EXPENSES 

CORPORATE 

REGISTRARS 

(INTERNATIONAL) 

TEL: 0222-5821 15 
FAX: 0222-382118 


COMPONENT 

manufacturing 

COMPANY 

Volume producer of 
Specialised Components 
Sold mainly to Motor 
O.E. and after market. 
World-wide customer 
base Very reputable 
name. Business can be 
relocated. 

£l.lm for Business 
£2.6 m with Property 
Write to Box H72I2, 
Financial Times, 

One Southwark Bridge, 
London SE1 9HL 


engineering 

business 

Long established turned parts 
business serving a wide range of 
industries. Situated in Birming- 
ham suburbs dose to motorway 

Turtwrc*r currently £V4 million 
but business needs capital injec- 
tion 10 realise full potential. 
Present owner wishes to retire. 

Write Box H7252, Ftaanda! 
Tints. One South walk Bridge, 
LONDON. SE1 9ML 


architect’s Practice 
dr sale or will merge with 
vsr architect's practice, M4 
jrridor and south eoastj I 
ces - fee income m excess or 
l Good profits - good clieni 

acquisition could facilitate 
irxhcr expansion interested 
-incipals only cental: Box 
H7265, Financial Time*. 
One Southwark Bridge, 
London SEI 9HL 


AIL BUSINESS. 

STAFFORDSHIRE 

isjno In the supply of 

products. Ti-adlno from 
fact leasahoW unHwttft 
park, extensive Hidtirea 
b. Turnover Cl/3 M. p*. 
d Accounts Available, 
jiren ESSK + SA.V. 
mr Information contact 
272, Financial Times, 
Southwark Bridge, 
ndon SET 9*11- 


CONSULTANCY 

PRACTICE 

Owner of 10 yr. old Human 
Resources firm with sig nifi ca nt 
share of expanding market is 
retiring. 1990 earnings mdw&ng 
owner's oo mpeaaaiion will be in 
excess of $600M on revenne* of 
S3LSMM. Business hss a highly 
qualified, experienced and 
balanced management team 
which is key to cxxuhmed success. 
For further information, write 10 
Bax No. H7254, Financial Times, 
One Southwark Bridge, Loudon 
SE19HL 


Lakey & Co 

Krigfatsbridge Art Gallery and 
Master Framors/Resiorers of 
high repute. Gallery specialism 
in Com temporary Impression- 
ism. T/o £750k. 90% 

shareholding. Price £I95k_ 
WsHrUFuiilita^ Herts based 
company specialising in powder 
<& plastic coaling of metal prod- 
ucts. Well equipped. T/o £380k. 
Price £150K_ 

BdUcn & D1Y Merchants spe- 
cialising in ctaunnoe and bargin 
stock. S Wales. T/o £ 1.35m 
from 2 units. High Profits. May 
split or lease, price £].75m ind 
£0.5m stock & valuable prop- 

CI lIikey St Co (03941 273371. 


SITES FOR SALE 
FRANCE HOTEL/ 
GOLF SITE FOR SALE 

1. Immaculate Royal Chateau for 
sale with 2 Goff Courses, fish- 
ing, bunting- Adjacent Calais 
Holy water ionic. Good access 
palace. PP 300+ fairway 
homes. 

2. 240 Acres dose Nanlcs/La bade 
excellent motorway access, 
building pp on 25,000 sq metres. 
Write to Box H7264, Financial 
Times. One Southwark Bridge, 

LONDON. SE1 9KL 


Machine Tool Merchants 
For Sale 

Wall established company. 
Widespread customer bssa. 
Profits over MOO.OOO p a. Net 
assets drea £1.5 million. No 
borrowings. Good management. 
Located Southern England. 
Excellent growth potential. 
Write Baa H7274, Financial 
Times, One Southwark Bridge. 
London SEI BHL 


FIMBRA 

BROKERAGE FOR 
SALE 

Offers are invited for long 
established Hertfordshire 
based firm with an approxi- 
mate annual commisssion 
income of £160,000. 

interested parties should mie to: 
Box H7273, Financial Times, 
One Southwark Bridge. 
London SEI 9HL. 


LEONARD CURTIS 


BY ORDER OF THE JOINT ADMINISTRATIVE RECEIVERS 
KEITH D. GOODMAN FCA & K. PAUL BARRY FCA 

IN US MATTER OF 

VIDEO FACILITIES CO LTD 

Offers are invifed for the assets and goodwill of this leading video 
facilities and duplicating company. The company trades from leasehold 
premises in Wbmbley and possesses a solid customer list and a large 
quantity of specialist equipment. Turnover far 15 months to 
31 st March 1 990 was £1 .2 million. 

Further information please contact: 

Leonard Curtis & Co, Chartered Accountants, 

30 Eastbourne Terrace, London W2 6LF 
Tel: 071-262 7700 Fax 071-723 6059 


FOR SALE 

ENGINEERING COMPANY 
LONDON NX 

Long established private company manufacturing pneumatic conveying 
systems, mixers, hopper loaders and dryers (or the plastics, chemical and food 
industries. 

Non-executive shareholder wishes to realise investment, existing able 
i mnii ffl i wni to remain. 

1989 audited accounts: - 

Sales £1.8 n - Groa Profit 45% - Net Profit £110000 before interest and 
shareholders remuneration - Net Assets £9 [0000 including 20000 sq ft factory. 
1990 should show improved but similar results. 

The company also acta as agents selling dc humidifying drying systems and 
industrial refrigeration systems. 

The company has an excellent and developing product range and is well placed 
to expand sales in Europe and worldwide but b hampered by interest charges 
and lack of financial backing. 

100% shareholding b for sale For £!.4m cash. 

Interested principals only should write to Bax H7276. 

Financial Times. One Southwark Bridge. London SEI 9HL 


BUSINESS FOR SALE 

Manufactures and supplies connectors and 
cable sets to Industrial and Medical High 
Voltage Equipment Suppliers worldwide. 
Turnover £780IC. Profitability £120K. 
Established IS years. Stable workforce. 
Good cash flow. Limited competition. 
Based in Essex. 

This is aa excellent opportunity to acquire a 
niche business on the retirement of the owner 

Write to Box H7248, Financial Times, 
^neSonthwari^Bridgg^^ndg^gE^HL^ 


BRANDED LADIES OUTERWEAR 
MANUFACTURER - SCOTLAND 

Opportunity to acquire long established, well-known and 
respited producer of quality ladies* co-ordinated outerwear. 

Selling under two brand names and servicing the UK. 
European and Japanese markets. 2,500 garments per week. 
Huge potential - highly skilled workforce - good facility - 
substantial tax losses. 

Write to: D Macaulay, 16 ChurchQl Drive, 
BroomhilL, Glasgow. G11 7LS. 



BUYERS AND SELLERS 

We boy and sell profitable send high potential 
businesses over a wide variety of different industry and 
service sectors. 

If you are highly acquisitive or simply considering m merger or a sale, 
the company you are searching for may also be looking for yen. 

Prindpab tmfy pleat* contact Bob CW&ra SaJUB eeJUemca at 
BfB, Blair Hauu. Skip Sovtt, East CritaUad. 

W. Snttex RH19 4DX Tel: (0342) 322906 


International Building 
Products Company 

For sate or Merger to enable 
further expansion. Market tender 
established over 30 years. 
Turnover 4.5 million. 
Southern England. 

Write Box H7249. Financial runes. One 
Soaibwark Bridge. London SEI (HI 


HOTEL/NIGHTCLUB 
BUSINESS FOR 
SALE 

SW Scotland 9 lotting rooms, 3 
Bars, Owners apartment. 
Trading at £7,000 per week. 
Otiers on £385.000. 

Tel: 0776-5588. 


PRINTED CIRCUIT 
BOARD COMPANY 

Extensively equipped for 
manufacture of PTH/4 & 6 
layer in medium volume. 
Serious enquiries and principals write 
to Boa H7283, Financial Times. One 
Southwark Bridge. London SEI 9HL 


BOOKSHOP 

Top Surrey location, going 
co Deere includes lease to 2004, 
accom. T/O £I60k + Price 
£89,000 + SAV 

Write In Bos H7263, 

Fmancbl Times, 
OneSoolhmk Bridge, 

London SEI 9HL. 


FOB SALE COMMERCIAL 
BODYBUILDING COMPANY 

Turnover in year ending 1989. 
£2 million. Profit before taxa- 
tion £41,000 nett. Modern 
factory premises. 

Bar H7270L Ftaaada! Item, 

One Soutinmfc Bridge, 

London SEI 9HL. 


UNDER % MILLION 

Engineering company designing, 
mnnufoeturuig and marketing own 
range of patented products. Com- 
puterised accounts, stocks, sates, 
etc. 14 employees in modem leased 
workshops (South Yorkshire). 
1989 turnover- £500,000. Good 
expenston potential. Management 
carryover negotiable. 

Bos H7266, Pimadal Times, 
One Southwark Bridge, 
London SEI 9HL. 


Well EstabSsbed Business 

Selling catering hygiene and indus- 


trial supplies. Good customer base 
Devon/Cornwall. Turnover 
£360,000 and rising. Excellent 
premises and staff. £250.00 free- 
hold or leasehold by negnti a rion. 

Wriu to Box H7277, Fnanenl Timex, 
One Smtlnaifc Bodac. 
LONDON. SEI 9HL 


FOR SALE 

The assets, including a 
leasehold building, of a 
printing factory based on 
the South CoasL 

Please write to Box H7281, Financial 
Times, One So u thwark Bridge. 
London SEI 9HL 


BEAUTY CLINIC WITH 
HAIRDRESSING 
FACILITIES FOR SALE 
Fabulous location in West 
End on major thoroughfare 
near Leicester Square 
Station. PRICE - £1 10,000 
TEL: 081 -682 4045 Mr J Weiner 


MEDICAL 

COMPUTING 

COMPANY 

FULL DETAILS AVAILABLE 
ON REQUEST. 

Write To Box H727S, Financial 
Times, One Southwark Bridge, 
London SEI 9HL 


THEATRICAL DRAPE 
MANUFACTURER LONDON 
Long established company 
involved in the production of the* 
Ulrica] drapes. 

Sale doe to retirement. 

Offers invited. 

Write u> Box H72*7. Financial Times, 
Osss SoethiRtric Bridge. 

London SEI 9HL 


MPORTERS OF GIFTWARE 
AMD HOUSEWARE 

Turnover three minion pounds & 
London haaM active with good 
connections sank mkeover/margor 
partner apply David Whieman 
Solicitors. Craven House. 121 
Kkngsway. VXZt. Tot 071 831 0S2 1 
Fax: 071 831 0731 
(F_A_0. V Wineman)- 


PROFITABLE DAIRY COMPANY FOR SALE 
Ideal to compliment large Cheese Company or similar looking 
for sHccessfh! expansion. Most of present Management wish to 
remain involved. Enquiries from principals who must 
demonstrate their ability to finance purchase of £5m + turnover 
company. 

Please write to Box H7267, Financial Times, 

One Southwark Bridge, London SEI 9HL. 


HYDRAULIC ENGINEERING COMPANY 

Specialists product! snd services to industrial customers ind ud es Hue drip dktds 
Sales split approx' J0% each new products, service, distributed oo mpnnrni s Own 
products include special bydraufic cyGndere and systems. Preparations underway for 
market changes anticipated and management structure in plane. Excellent 
opportunities for growth. Saks 1988 750k. 1990 1 mil bon. 10% net profit, (pre-tax). 
Assets iudude freehold property. Well placed South JEasI location. 

Write to Box H7280, Financial Tunes, 

One Southwark Bridge. 

London SEI 9HL. 


EXHIBITIONS BUSINESS 
FOB SALE 

Group Company wishes to dis- 
pose of trade exhibitions 
division, consisting of 3 well 
established regional trade /public 
exhibitions. 

TURNOVER I.R.O. 21SK 
GROSS PROFIT LR.O. I00K 

Fiinopois onb. pkase write to Box 
H7282. Financial Times. One SouUnmik 
Bridge, London SEI 9HL 


TRAVEL AGENCY 
BUSINESS 

A substantial and well estab- 
lished Company owning 36 
retail travel agency branches 
in the West Midlands. Total 
turnover in excess of £20 mil- 
lion. 

Pimm write lo Box H7250, 


One Southwark Bridge, 
London SEI 9HL. 


By Order of I J Allan and MC Wimll. joiet A dm iulxtrwf vo 
Recesveaef Alpha Aarotedt limisn d-iaBecaivciahlp 

CBDCLBOLTON AIRFIELD 

Dm above utuMu /k mem activity was nulnttninc o ef Bghtb rihoptxis 
v Hangar and use of iKiixtiip 


• Slock ofBdl47 xnd SDfxSez 

• Bell 47 3S1 Helicopter 

• Good ndectian of apecialte. toofing end 

Fee farther dettub oontxa Edwxtd Mdnoes 


Computer Printer Distributor 

Technology Group wishes to dispose of specialist 
computer printer distributor. 

High profile franchise, continuing strong growth, turnover 
circa £2.3 million with above average margins. 

Write Box H7293. Financial Times. One Southwark Bridge. London SEI 9HL 



Tucker and Taylor Engineering Ltd 
(In Receivership) 


vd 


r s 

j 

— /-_o 


Poole, Dorset 

The above company are designers, developers and 
manufacturers of Textile and Hosiery equipment. 

• Turnover £1. 5m 

• Leasehold premises 

• Approx 30 employees 

• Equipment sold under customers’ brand names 

• Company has also developed a Patented Caravan 
Powered Jockey Wheel and assisted in developing a 
revolutionary device for lengthening combustion 
engine life. 

For further details please contact the Joint Adminis- 
trative Receivers: 

Peter Hall or John Macmillan, Grant Thornton, 

31 Carlton Crescent, Southampton, SOI 2EW. 

Tel: 0703 22123 1 Fax: 0703 330443 

Grant Thornton S 1C % A 


Hi«- U K. mewho- Gnu *f Crxnt Thnm lalmatknaL 
AiixfcariMtd tiy the lnOAule rf Ch*iX*»d Acepuatdjdji ui 
BaBfcmdxadWMl— »€«ny«inl 


FOR SALE IN 
MADRID 
(SPAIN) 

Important restaurant 
and coffee bar 
priviledged zone. 
Apartado de Correos 
29,157 28080 - 
Madrid (ESPANA) 


FREEHOLD BUSINESS 
CENTRE FOR SALE 

North Circular Road. Newly refur- 
bished 20.000 sq R net + GO car 
spaces. Currently producing 
£310.000 pa Ind. Will shortly pro- 
duce In excess of £500,000 pa 
Inci. Otters In region oJ £asm. 
IMS, Dbter K Co 071 491 3154 



BUSINESS SERVICES 


Funds available to 
FLC's and Private Companies 

Wa can provide any of the following; 

Secured Commercial Mortgages 
Sale & Lease Back 

Sale & Lease Back with option to repurchase 

RexUe Interest Arrangements, including; 

Rolling -up Interest 

Rates to be Fixed or Floating or a Combination 
Very competitive margins 
5 to 35 year term 

Minimum Loan £3 million. Upper limit £150 million. 

For further details contact; 


Cedarpark Ltd 

Estate Office, Lower Howseil Road, * 
Malvern, Worcestershire WRI4 1UX & 
Tel: 0886 33456 Fax: 0886 33430 ™ 


(N.B. Please Note Fees deducted from Advance) 


EXPANDING 
YOUR BUSINESS? 

Mfe provide the complete professional design and 
construction service for office, commercial and 
industrial developments throughout the UK. 

Fixed Programme — Fixed Costs 

For more information contact Ian Woosery 

^IM>[Ma\EOD3 

dcsion - iNoimiRiNa • construction Tel; 0732 633 It 


SHORT - TERM FINANCE 
FOR 

BUSINESS GROWTH 

Finance for Stock/Import/Working Capital. 
Letter of Credit Facility. 

For details write box H6261, Financial limes. 
One Southwark Bridge, London SEI 9HL 


BUSINESS PLAN ON LOTUS 1-2-3 


Save 200 hours of progr ammin g frustration with 
MBA business plan. A comprehensive 24 page, 5 
year finan cial forecast can be produced in one day. 
Updated every month in under an hour. Easy to 
use, excellent presentation format. Distributed 
throughout Europe, the Middle East and U1C 
“Best business plan I’ve ever seen” remarks on 
corporate banker. 

Price £85+ VAT 

Contact Adaytum Systems, 10 Royal York Crescent 
Bristol, BS8 4JZ Td: 0272 737 442 




COMPANY 

FORMATIONS 

UK A OFFSHORE 

BEMKIUK 1 (MM CHOICE OF MUE 

■n*<— wilutakr 
-Hawn- rawirffiwTianr 

• hgMnd Mn MdMt 

• FUConpanf MWiMia 

■bpM.FkncM, 

• Panroti a Capona* Tn OtMUMtey 

• BianinOJriiiaaauui— 

SEARCH SERVICES 

• Lti ar Mm taf Caa^nir Sana 
-PwamHanrixCCfia Baalaupay 

CaapaOkta laaDx no Uddaa naraa. 
FwanMaaaanduw 

FALCON BUSINESS SERVICES LTD 
Fltaa Hauaak 8( HortiJiMi at. 

Urapori LS flftPIUIQ 

MMusaapiiMlNEBMism 
War t»l» MIXON O. 

A drily cool effective alternative to 
Inting a foil -time Our 

Business Identify Plana are idea] for 
both the fiaquant and infrequent 
builatw visitor to London and are 
designed to mil your Company's 
need to maintain a high profile 
office representation at 
a reasonable east. 

For bill details please contacb- 
Nightingale Secretariat, 

3 Berkeley Square, 
London, W1X 5HG 

Tel: 071-629 6116 

Fax: 071-491 4S11 


LOANS 

uy to a nSSaai aaearaA 

at T*s rfatean 

Open to feeaao, Bmflal erawpa mea am! 
pxitpen. nop rtatnyin aiwnnnta or 
tecs— proof required. 

No capital iqajnujti. 

Contact lama Rye 

Bwttwoad Rye Rnancial PUumlng fid 
■Tel (0273)744495 

amaaeiarai 


LEASING 

Ftonst Rates Available 

Minimum E250JXX) 

Prindpola Only 

Comaei: 

London; Alan Brown 0635 253778 

Bristol: Peter Garner 0272 2S267B 
Deacon Hoar* ICoIM 

Bankm 

One Oueen Square 

Bristol 1 

Htel—laateNtoiaMeetoi— 

ivCMoaeSiwmobtoa. 

jeoewaamirucnaMBiiniMMS 



12,000 & 13,500 sq.ft. 

ON WAKEFIELD 
ENTERPRISE ZONE 
WEST YORKSHIRE 

EEC STERLING FIXED 
INTEREST LOANS AT 

7 or 8% 

+ other E.Z. & local 
benefits 

A COMPANY IN 
DIFFICULTY CAN 
POSSESS ITS GREATEST 
POTENTIAL 
for change and profit 
acceleration Tor the benefit of 
its owners, if specialised help 
is obtained. For action 
through agreement. 

Caw art Lorca Muapwa Scnkta 

0273 083194. 

A decade helping SC bMdMnfam/ 

Small orpnktiioDA 



INSOLVENCY AND 
FINANCIAL RESCUE 
LEGAL ADVICE 

Specialist legal advice 
given on all aspects of 
corporate and personal 
Insolvency and rescue. 
SPRECHER GRIER 
(Solicitors) 

Tel: 071 831 9027 

DIRECT MAIL LISTS 
& SERVICES 

100'S of ready-made 
lists immediately 

available. Suppliers to 
leading UK companies. 
Free catalogue. 

Market-scan, Freepost. 
Chichester, Sussex 
. Tel 0243 78671 1 



WIGMORE 
STREET W.l. 

Fully serviced, light, comfort- 
able offices, in small period 
bldg. Sec. serve, fax tlx etc. from 
£650 p.m. inc rates, clec., clog., 
message taking etc. 

Pb itig 871 380 5816 

US AND INTERNATIONALS 
TAX SERVICES 1 

For Caqxntc or hxfivMna! Ploexring, B 
Rcaafatiaa ef Fax%sTu {mfelenw wA | 
OxopUam Scrrion. | 

rotepbamrlfactaooJnnunrauL H 
«t(ucfa44(W7ap«cnn H 

or nu UK (044)01 738 BUS* 1 
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TECHNOLOGY 


Machines 
get the 


message 


THE FIRST numerically 
controlled computer system 
using a RISC (reduced instruc- 
tion set computer) micropro- 
cessor was launched last week 
at the International Manufac- 
turing Technology Show in 
Chicago by GE Fanuc, the 
joint venture between General 
Electric of the US and Fanuc of 
Japan. 

RISC microprocessor tech- 
nology, already employed in 
the engineering workstations 
available from companies such 
as Son, Digital Equipment, 
IBM and Hewlett-Packard, 
offers the advantage of speedy 
data processing. 

According to Larry Sweet, 
manager of GE Fanuc’s com- 
puter numerical control (CNC) 
business, the new Series 16 
CNC which incorporates RISC 
processes instructions 100 
times taster than a classic 
CNC. As a result, he claims, 
hitherto unknown precision 
can be achieved when machin- 
ing complex workpieces at 
high speed. 

When a cutting tool is mov- 
ing und er computer control, 
there is an inevitable lag 
between the commanded and 
the actual tool path. The 
greater the lag the less the 
accuracy of machining. Cur- 
rent industry trends are to 
increase machining speeds to 
achieve better productivity, 
but accuracy still suffers 
because more error s are made. 

GE Fanuc claims that its 
Japanese-developed BISC- 
based Series 16 CNC is so fast 
that It has the time to look 
ahead into the programme and 
calculate the expected follow- 
ing-error team, system parame- 
ters. It then performs the nec- 
essary modifications to the 
p rogr a mme to reduce follow- 
ing-error to zero. So the ideal 
state of identical cnmnwndpa 
and actual tool paths is 
achieved. 

According to Sweet, the 
applications likely to be the 
first to take advantage off this 
accuracy will include the 
machining of dies, moulds and 
gears, where tolerance and 
shape are critical- Prototypes 
of the new Series 16 controller 
are being made available to 
machine tool builders, and 
worldwide shipments are due 
to start early next year. 


Anna Kochan 


A naesthetists must 
study for several 
years and take exten- 
sive exams before 
being allowed into an operat- 
ing theatre. Yet during an 
operation the patient’s survival 
may be largely dependent on a 
computer-controlled life sup- 
port machin e put together by 
computer personnel with no 
professional qualifications. 

Computers are becoming 
increasingly responsible for 
the safe operation of a wide 
range of equipment and pro- 
cesses. There can be few other 
industries where potentially 
lethal products can be sold on 
the open market without any 
form of government licensing 
or monitoring. 

Government figures suggest 
that uk industry is now spend- 
ing £500m a year building 
safety critical computer 
systems that could cause death 
or great harm if they malfunc- 
tioned. The figure rises even 
higher if systems that would 

finanwal lOSS Or SeilOUS 

environmental damage are 
included. 

Many people are aware that 
the Airbus A32Q aircraft relies 
extensively on software for its 
safe operation, but there are 
many less well-known exam- 
ples. If the Sizewell B nuclear 
power station develops a seri- 
ous fault, for instant**-, it will 
be software that has the pri- 
mary role of recognising the 
problem and shutting the reac- 
tor down - the first time in 
the UK that a computer has 
been given this task. 

Yet the industry remains 
largely self regulating. 
Although both the examples 
mentioned above require 
approval from an industry-spe- 
cific regulatory body, in many 
cases there Is no need to notify 
the Health and Safety Execu- 
tive when installing a com- 
puter system which could 
cause someone to die if it mal- 
functioned. 

The Health and Safety Exec- 
utive has issued voluntary 
guidelines, but a major report 
on safety critical systems pro- 
duced last October by the Brit- 
ish Computer Society and Insti- 
tute of Electrical Engineers 
found ftom in use in l es s thaw 
a third -of UK industrial sec- 
tors. 

Faulty systems have 
undoubtedly already kilTed, but 
the reluctance of many design- 
ers to hand final control to a 
computer has kept the risks in 
line with other types of 
machine failure. But ftp pres- 
sure to turn over ultimate con- 
trol of mqjor systems to con*- 
pnters is increasingly 
powerful, - says Martyn 
Thomas, chairman of tfe Brit- 


Gren Manuel asks why the assembly of safety 
critical equipment is left to non-specialists 


Would you trust 


this computer? 


ish Computer Society’s safety 
critical taskforce gn ^ 
erf Bath-based software house 
Praxis. 

There is no accepted method 
of Miwiiating Hw risk of fail- 
ure in software that must 
attain highest levels of reliabil- 
ity. The topic is a “black hole”, 
according to Bev Littlewood, a 
professor at London’s City Uni- 
versity and director of the Uni- 
versity’s Centre for Software 
Reliability. 

The subject is causing 
increasing disquiet among 
computing professionals and 
has prompted two government 
initiatives in the last six 
months. Financial institutions 
which have staked their busi- 
ness on computers are taking 
an increasing interest 

There is some agreement 
that judicious use of mathe- 
matical techniques to “prove” 
that computer systems are free 
from some types of errors are 
beneficial. As is the technique 
of doubling or tripling of key 
components, with the different 
computers taking a majority 
vote on the correct action. Yet 
there is no agreement on the 
fundamental issue of deriving 
a figure for the reliability of 
the higfrintegrity systems now 
being produced. 

How does Robert Worden, 
chief executive of Logica Cam- 
bridge, feel about putting 
num erical failure rates an his 
firm’s software? “We realise 
that it's aawntifll to OUT busi- 
ness,” he says. 

Littlewood explains that 
assessing the reliability of soft- 
ware is fbndamwifaiTiy differ- 
ent from assessing the reliabil- 
ity of any other engineering 
component. Predicting the 
behaviour of software is like 
frying to predict the quality of 
the very first bolt produced by 
a production line, necessitating 
an intensive study of every 
part of the production process. 
As the complexity of the soft- 
ware rises, this becomes a 
colossal task. 

The most common fault is 
that the designers have forgot- 
ten to cater for some particular 
combination of events - and 



only extensive real-life opera- 
tion can show these up, says 
Littlewood. He and his col- 
league Peter Mellor, a lecturer 
at City University, have stud- 
ied the testing process and 
believe that to be sure software 
will work continuously for a 
year requires 10 years of real- 
life testing. 

Unfortunately, many safety 
critical applications demand 
exceptional levels of reliability. 
The computer system for the 
Airbus A320 passenger jet, for 
instance, must work faultlessly 
and continuously for decades 
in hundreds of jets. They 
believe that assuring its reli- 
ability would therefore take 
hundreds of thousands of years 
erf testing. 

ft is not only the s oftware 


that is the problem but 
the complexity. “Science can’t 
help you, and there’s no pros- 
pect of science helping you,” 
says Thomas. The designers of 
these systems follow extens i ve, 
rigorous guidelines issued by 
narirmal and tntematinnal reg- 
ulatory bodies which rely on 
historical data of software reli- 
ability. 

Littlewood says these argu- 
ments do not romp Tip to the 
standards demanded by other 
parts of the engineering profes- 
sion. There are instances, says 
Thomas, where software pro- 
fessionals have misled their 
managers or the public about 
the reliability of their work, 
claiming reliability figures for 
which they have no evidence. 

In some cases, these profes- 


sionals have countered criti- 
cism within the industry by 
saying that their figures are 
intended only for non- technical 
audiences. In the BCS/IEE 
report, members of both insti- 
tutions were reminded that 
they should be able to justify 
any reliability figures they 
publish. 

To make a computer perform 
faultlessly requires the applica- 
tion of “ordinary engineering 
discipline” claims Phil Ben- 
nett, managing director of the 
Centre for Software Engineer- 
ing, a specialist consultancy 
based in Flixborough, near 
Scunthorpe. No one, he warns, 
should rely totally an the soft- 
ware alone. 

He contrasts emergency 
shutdown systems, which may 
be needed only once or twice 
during the lifetime of a 
machine, with the much risk- 
ier control software which may 
be responsible for safety every 
second during a 20 -year life. 

In response to industry’s 
fears about safety, a committee 
Of gnu w inrnmt riopflrtmPTT tK in 

May launched Safe IT, a broad- 
based str ate g y for the safe use 

Of faf n r m atinn techno logy. In 

addition, the Department of 
Trade and Industry and the 
Science and Engin eering 
Research Council (SERC) have 
allocated viam for a four-year 
research programme. 

A few months ago SERC was 

alsn nr msrHpr fw g ftn rr patiirn of 

an TntprriiKri p itnar y Research 
Centre on safety-critical 
systems, but this idea was 
scrapped, winch to the dismay 
erf many in the industry. 

Thomas and Littlewood 
agree that regulation may be 
the only answ er. Last Octo- 
ber’s BCS/IEE report also rec- 
ommended that, some form of 
monitoring sys te m be created. 
Thomas says that sometimes 
Ihe rationale for switching to 
computer control is mere 
“fancy marketing” with no 
thought erf the risks, 

“What we need is a regula- 
tory framework that stops this 
tririd of thing happening;” he 
says, aithny i gh he agrees that 
any sys te m must be viewed as 
ad ding to other systems of 
quality assurance, rather than 
re placing them , and must UOt 
lull the industry into a false 
sense of security. 

Conferences on safety-criti- 
cal computing often finish with 
a prophet off doom hammering 
the faeferq while saying that 
unless tiie industry gets a grip 
an Its problems it will cause a 
Bhopal-sized catastrophe, loft- 
ing hundreds of people. As 
Thomas comments: “The 
record <rf professionals policing 
themselves in advance of disas- 
ter is not encouraging.” 


Xenova creates a 


chain reaction 


XENOVA. the small UK 
biotechnology research cam- 
pany, h as just announced tnas 
it has patented several chemi- 
cals that slow the breakdown 

of collagen, a structural poly- 
mer present in cartilage. These 
inhibitors, found in fungi, may 
to a new chemotherapy, 
for arthritis, treating the dis- 
ease pot just countering 
inflamma tion as most arthritis 
drugs do at present 

Fungi are Xenova’s special- 
ity, comprising two-thirds of 
its inventory of microbes. It 
harvests them all round the 
world — from nearby Burnham 
Beeches to Far East forests - 
and then analyses them to try 
to ffnd any compounds of phar- 
maceutical value. 

“We’re not reaDy a biotech- 
nology company but we’ve 
recognised that biotechnology 
is a rich source of tools to 
arrefera tg druff development” 
says John Jackson, its chair- 
man The fir m was founded in 
Slough in 1986 with seed capi- 
tal from CeUtech, the older bio- 
technology research company 
close by. 

Jackson, now chairman of 
both companies, is helping to 
raise fresh funds for Xenova’s 
researchers, a team of 66 spe- 
cialising in screening natural 
microbes for chemicals that 
might yield treatments for 
such diseases as arthritis and 
Cancer. It is n»i<p w ginnng frho 
new biotechnology research 
companies, he believes. 

Xenova is the brainchild of 
Louis Nisbet, an internation- 
ally known microbiologist and 
the company’s chief executive. 
Xenova is trying to use the 
new techniques of biology, 
such as gmetic engineering; to. 
design more selective screens 
through which to sift natural 
organisms for molecules that 
might make new medicines. 
Nisbet likens it to the use of 
the new gene probes made by 
ge ne tic engineering to diag- 
nose diseases - but in reverse. 

Xenova spent its first two 
years assembling an arm o nry 
erf screens, which it now cans 
Asset (advanced screening 
technology). Each screen is 
designed to pick up any mole- 
cule that appears to influence a 
specific disease. So far, Nisbet 
las developed about 18 differ- 
ent screens and plans to add 
five or 10 more. 

Each micro-organism in 
Xenova’s collection is cultured 
to provide enough material for 


assay. Then .the culture, is 
screened automatically by a- 
systmn Nisbet says be nasboiv 
rowed from the, pathological 
Iqhnratnr y, refined and acceler- 
ated so that it em handle 2,000 
samples in half a day- He reck- 
ons Xenova is making more 
than lm of these testa a year. 

It is more than a matter .of 
just searching-fbr substances, 
for are living org anism s 
which may produce, their most 
interesting . molecules. *■ in 
response to stress. - such as a 
temp erature change .- - , ap plied 
to the culture. The procedure 
is also more likely to flnd.inate- 
cules «n»ii enough to make 
oral medicines. 

Asset has attracted the inter- 
est of such pharmaceutical 
groups as Du Pont, which 
asked Xenova to screen for 
potential new molecules for 
treating cardiovascular dis- 
ease; and Hof&nanu-La Roche, 
which wanted new immuno- 


# 


Xenova then negotiated a 
joint venture with the Califor- 
nian biotechnology re search 
company Ge&entech to screen 
for new cardiovascular chemi- 
cals using Genen tech’s own 
technology. Hie company was 
aim ao or raifthwi by Monsanto, 
which Nisbet to search 

for new ftmgicides: and FMC in 
Chicago, which wanted new 
insecticides. 

Income from its collabora- 
tors is expected to total £L5m 
this year. Why, then, does 
Xenova need to raise more 
cash? Jackson stresses that 
they Intend to develop their 
discoveries through estab- 
lished partners, and have no 
piatw to embark on expensive 
ffllniwil trials df tbftir own, “OT 
enter into areas that need big 
marketing muscle." 

The company wants to take 
on more investigations at its 
own risk - into anti-virals and 
HIV, for example - in the 
belief that it can enhance : the 
value of its inteDectnal prop- 
erty and thus strike better 
deals with its collabor a tors. 
Not to do so would be a waste 
of a very valuable oppo rt uni ty, 
Jackson says. . 

In addition to the fi lm 
raised to back Xenova so for, it 
now seeks a further £8m. to 
fond the flnw qm n y for the next 
four years. By then he expects 
it to haye doubled in size, to 
about 128 staff! 




David Fishlock 


BUSINESS WANTED 


Pic SEEKS ACQUISITIONS 

A quoted pic wishes to expand its business base through 
further acquisitions. 


We are looking for companies in any sector with profits in 
excess of £& million pre-tax per annum. 


Consideration for the acquisition can be based on cash or 
equity or a mix. 

Principals only please write Box H7268, Financial 
Times, One Southwark Bridge, London SE1 9HL 


BUSINESSES WANTED 

Fully listed Public Company is seeking to acquire the foUowing:- 


EMPLQYMENT AGENCIES 
FINANCIAL/LEASE 
ENVIRONMENTAL SERVICES 
OFFICE CLEANING 


Must be making tnitmnum of £100,000 pre tax profit after management 
expenses and management must remain for transition 
Write Box H7279, Financial Times, 

One Southwark Bridge, London SEI 9KL 


WANTED TEMPORARY 
EMPLOYMENT AGENCIES 


For acquisition, up to £500,000 consideration. 

Write Box H7290, F inancial Times, 

One Southwark Bridge, LONDON. SEI 9HL 


Creditors pressing? 
Gloomy about the future? 
Want to retire? 


We are a Northern based private 
company with substantial funds 
available for acquisition or mergers of 
all or part of iarge and medium sued 
private and pubfc companies. 


• Any busfcieoAndumry considers] 

• Anywhere In die UK 

• Minimum turnover £IM 

• 1 00% or part sale only 

• bimedhce response and derisions 


Write to or telephone John Radd, 

Abfrgway PLC, Grecnpfes Home, 
Harrogate Road, BRADFORD ~ 
IZ74 622422 (Principals only, please) 


ZAMBIA 


Business wanted for 
outright purchase in areas 
of manufacturing, trading 
or farming. Write in 
confidence with all details 


Write to box H72S6. 
Financial Times, 

One Southwark Bridge, 
Loudon SEI 9HL. 


PORTFOLIO 

ACQUISITION 


Growing leasing company wishes 
to acquire actively performing 
tawg portfolios through contact 
with principals. 

Write to Bar H7291. Rranctal Tines, 
One Southwark Bridge, 

London SEI 9HL 


WANTED 

SEMI-TRAILER 
RENTAL COMPANIES 
Successful entrepreneurial 
team wish to acquire 
rental-contract hire 
companies in U.K. and 
Mainland Europe. 

Write Bin H7294, Financial 
Times. One Southwark Bridge, 
LONDON. SEI 9KL 


Profitable tamSy owned Pie whh taot 
exporting sports wtnlesaBng 
business is seeking funner 
opportunities fri the wholesaling of 
spona or leisure produett. Turnover 
sought £300,000 to £3 mUkm. May 
won be Interested in working wfth 
existing management K devaiop fteir 
established opera tions . 

Wri» to Box No. H7168, 
Financial Times, One Soufnirarit 
Bridge, London SEi 9HL 


COMPUTES VAR* 


Public Company wishes hi 
acquire UNIX baaed VARs with 
T/O In excess of £750K_ Ideally 
wtth proprietory software in 
accounting or business Gelds. 

ttooaa write In canMma to Bax 
H720B, Financial Threw, One 
BouUiwarfc Bridge. London SEI 9HL 


LIGHTING 

Expanding lighting/lighting 
design Group in London wishes 
to purchase, or merge with. 
Company in same, or related 
business. For detail) write in 
confidence 

Write Ban H7785. Fiindd Tune*. One 
Soaibwaik Bridp, LONDON, tel 9HL 


ACQUISITIONS 

WANTED 

Quoted company seeks 
immediate acquisition of 
companies with profits in 
excess of £1000,000. Operat- 
ing in the information 
technology industry. Confi- 
dentiality assured. 

Write to Box H7288, Fmaraal 
Times. Ooo Southwark Bridge, 
LONDON. SEI 9HL 


BEARING/POWER 

TRANSMISSION 

DISTRI BUTO R^) 

WANTED 

I . nette d anywhere in the UX 


LH72J7, 


SB19HL 


M IMaaiTTES Wa WO normally pay a 
aufaatanUaJ premium lor boot dormant 
nnmp id w »«i tn It oM IM aa onr Clm. 
Fax +«1 Z1 aa W» The (OS) 94011111 
BANK CL 


BUSINESS SERVICES 


NIGERIAN 

PROMISSORY NOTES 


Specialist traders in 
Nigerian debt 


Telephone Mr Miller 
081-346 7234 


•mall buatnosa with caati flow prob- 
W»»Xou«jr Factors UmOad <02B) BB0B34 


auaweoa HD ASSETS ol aalvacd and 
ImoNant co 


Tat: 071-392 1104. 


HOTELS & LICENSED PREMISES 


BRIGHTON 

SEAFRONT RESTAURANT IN BEST 
POSITION NEAR CONFERENCE CENTRE, 
FOR LEASE OR FOR SALE. 


T«L 0273 738485 or 081 951 0614 or 081 99» 6923 or write Box 
H727S. Financial Times, One Southwark Bridge, London SEI 9HL 


OFFICE EQUIPMENT 


FAX PHONE COPIER 

rj FUNAI 6800 



o Compact Desktop Fax 
o 20 Second Transmission 
o 70 Number Memory 
o 16 Level Greyscale 
o 12 Months Free 
Maintenance 


ONLY ^ | 

399+mt| 


IproductsTirect 


0800 

269350 


BUSINESS FOR SALE 


Lichfield Gauge & Precision 
Company Limited 

Tbe business aid assets of thte manufacturer of 
high precision plats and plug gauges is offered for 
sale as a result of receivership. Based in Rugetex 
Staffordshire. 

• Freehold premises of approximately 4,000 sq. ft 
plus yard. 

• Long established business in specialised market 

• Blue chip customer base. 

• Annual turnover approximately £200,000. 


Enquiries to PE Baldwin FCA, Joint 
Administrative Receiver or RD Rison FCA, 

Price Waterhouse, Livery House, 169 Edmund 
Street Birmingham B3 2JB. Telephone: 021-200 
3000. Fax: 021-200 2902. 


PriceTffaterhouse 


Phoenix Diamond 
Tools Limited 


LONDON QUOTED 
SHELL COMPANY 

Fully listed on The International Stock 
Exchange, London. Ideal for non-EEC 
company seeking corporate base in 
Britain^ and the EEC, Interested 
companies should have 3 year track 
record, strong balance sheet, low 
gearing and profits. 


Write Box H7187, 

Fin a ncial Times, One Southwark Bridge, 
LONDON. SEI 9HL 


The business and assets of Phoenix Diamond 
Tools Limited, manufacturer of diamond products 
for cutting, grinding and forming, are offered for 
sale as a result of receivership. Based hi Rugeley, 
Staffordshire. 

• Leasehold premises of approximately 
3,500 sq- ft- Plus car park. 

• Good quality customer base. 

• Service and repair facility. 

• Annual turnover approximately £420,000. 

Enquiries to PE Baldwin FCA, Joint 
Administrative Receiver or RD Risen FCA, 

Price Waterhouse, Livery House, 169 Edmund 
Street, Birmingham B3 2JB. Telephone: 021-200 
3000. Fax: 021-200 2902. ' 

Price Waterhouse 


f) 


CERAMICS BUSINESS 

All enquiries to: 

M Minor Esq. Whittington PLC, 
40A Yoric Place, Leeds LSI 2£D 


Toh 0532 431082, Foe 0532 45291B 


BUSINESS OPPORTUNITIES 


For Sale 

MID SUSSEX 
GOLF COURSE 
DEVELOPMENT SITE 

Freehold site of approximately 160 acres. 

Outline planning permission far 18 bale golf course and leaotiond 
facfflHea. 

Offers in excess of £ 750,000 are sought 
For further information please contact; 

Malcolm GoofutavGadoau 
Hyde Consultants, 137/143 High 
Street, Sutton, Surrey, SMI 1JH. 

0816428224. 



yefe Consultants 


FOR SALE 


Fully equipped tow 
overhead cost cosmetics 
and toiletries manufacturer. 

Excellent workforce, 
directors to stay, energetic 
MJD. to be retained if 
required, exciting 

opportunity to develop and 
expand existing business. 
Only principals of 
substance need apply. 


Write Box H7292, 
Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


OFFICE EQUIPMENT 


I NT. BROKERS 
IN 

RECEIVERSHIP 


VERY LARGE 
QUANTITY of high 
quality office furniture 
less than 18 months 
old. Light oak & Grey 
desks all sizes, 8 
Boardroom sets, 6 
Rosewood executive 
suites, plus various 
other furniture. 
Phone 081-549 9330. 


0' 


environ men tal 

BUSINESS ■ 


Coontaoey eu npT iMlilii tinit two 
yean spcnlni in inthfinl ointw- 
meat control market seeks flwiyii l 
partner (or rtpaaitah Expert! m nm 
ardour wane treatment cifloot 


coKrol, Lu i buia i Mit al aadfei oad k*m- 
i«h>- cflaa ii«. 


Wrim to Baa WWt. PhaacWTSa» 
OaeSoatwkBridgt 
Lawton SEI WL. 


BABY’S 

NAPPIES 

120 million nappies sold 
daily in Europe and 
USA. Patented US ideas 
can help you penetrate 
that market 

Write to Box F99S3 Ffeunlal 
Time*, Ooe ScW&Mric. Bridge 
London SEI 9HL. 



Freehold / 4 Star 
High Occupancy 
200 Ensuite Bedrooms 
Conference/Banqueting Facilities 
Leisure Centre 
Substantial offers invited. 


Write to Box NO.H7251. Financial Times 
^Oggjougwrark Bridge, London SEI am* 
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A great manipulator of his material 

William Packer reviews the work of Eduardo Chillida at the Hayward Gallery 


duardo Chillida, the 
Spanish, to be more 
precise the Basque 
sculptor whose work 
now fills the entrance gallery 
and upper floors of the Hay- 
ward Gallery on the South 
Bank (until November 4: spon- 
sored by Banco Bilbao Viz- 
caya), is one of the major art- 
ists of our time. The point was 
nicely made early year at 
Venice, where the omaggio 
paid him by the to*»titm 1 p j that 
was both central to it and yet, 
at the Ca' Pesaro, stood quite 
apart, was the single most dis- 
tinguished exhibition of the 
entire festival Yet such bald 
assertion requires some ampli- 
fication. 

Chillida, bom in 1924, is of 
the first post-War, prat Moore 
generation of sculptors that in 
Britain is distinguished by 
such artists as Anthony Caro, 
Eduardo Paolozzi, Kenneth 
Armitage and William Turn- 
bull. T,ike them in his thng he 
too has enjoyed wide interna- 
tional recognition, in Europe 
and America especially, and 
the acknowledgment in Venice 
of his established reputation 
and public achievement shnnld 
have come to us as no surprise. 

And yet, by some quirk of 
dr einnsfann-w, bo hug been all 
but ignored or forgotten by 
British criticism and public 
taste these several decades 


past Two one-man shows, at 
McRoberts & Tunnard in 1965 
and at Anne Berthoud twenty 
years later, and an occasional 
appearance in a mixed dealer’s 
show, make the sum of his 
British exposure in thirty 
years. The Tate’s one small if 
weighty example of his work, 
an iron Modulation of Space of 
1963, r emains the only examp le 
of his work in any of our pub- 
lic collections. 

Are we so narrow in our 
view of what constitutes true 
modem sculpture, so per- 
suaded by the international 
reclame of successive waves of 
younger British sculptors that, 
whatever modem sculpture is, 
it must be young and British? 
Would we have taken more 
notice h«d Chillida h w out his 
blocks of virgin granite in cir- 
cles on the floor, leant heaps of 
metal against thn wall, or rim- 
ply gone Hot long walks in the 
Pyrenees? Fashions change. In 
art as in life, and for long 
enough it has been assumed 
that the sculptor is but an 
assembler of the given ele- 
ments of his materiai, balling; 
welding, piling his work 
together, like a ^hiid with his 
bufldfug hricks or ‘’Meccano** 
set. How unexpected, how radi- 
cal, bow amiurfrif that young 
Barry Flanagan should turn 
suddenly to modelling hares 
and elephants in clay and cast- 


ing them into bronze. The 
exception serves only to con- 
firm the rule. 

But the world turns again, 
and suddenly it swnw le ss odd 
that an artist shny M gooft to 
modify directly and personally 
his intractable material. Caro 
stxQ welds away, but now the 
metal is fluid and supple in its 
modulations; Paolozzi again 
works directly with clay and 
plaster. And Chillida? fihnHHa 
comes into his own again as 
the carver and modeller lie 
always was. 

As an artist be is entirely his 
own man, ana it is to taka 
nothing away tram that posi- 
tion of creative Independence 
to go on to say that of all Swing 
sculptors he Is the true succes- 
sor of Henry Moore. The affin- 
ity lies less in the immediate 
character of the work, in its 
imagery and sculptural pres- 
ence, though clearly possessed 
of the same humane winnmnm. 
tality, than in its technical 
practice *rid mor e gener al spir- 
itual and imaginative qualities. 

Moore too was never an 
assembler but always a manip- 
ulator of his material, first as a 
carver and then, after the War, 
as a modeller, which practice 
he had nntfl then rejected as 
decadent. The question of prin- 
ciple is not here the issue: 
what brings the two men 
together is their essential prac- 


tice as manipulators of the 
actual stuff of their sculpture, 
whichever It happens to be at a 
given time, conditioning it, 
tempering it, working it with 
their own h«mds_ And it is In 
Chillida 's work in inm, which 
Moore never used, most espe- 
cially in the huge Combs of the 
Wind that are set into the 
rocks on the coast at San 
Sebastien, that this quality Is 
declared in its most dramatic 
form. Such images could only 
have been worked with the 
heaviest industrial equipment, 
yet still the iron bars retain 
the sense of having been bent 
and twisted into their active 
configuration by the lightest 
and most direct of touches. 

The spiritual affinity is 
something more general and 
unspedfic. CMUlda has never 
been a figurative sculptor as 
such, untifcB Moore who always 
mmtt back to the human figure 
as his prime reference and 
imaginative stimulus, no mat- 
ter how abstracted any particu- 
lar work or formal preoccupa- 
tion of the ipnm»nt might be. 
In the 1930 b, however, Moore 
had had to conduct a long 
dphatfi with himself, expressed 
through his work, as to where 

the ewphiwia ahmilfl Be. For 8H 

artist of the nert generation, 
there was never quite the same 
dilemma to resolve between 
abstraction and external refer- 


ence. When in the early 1950s 
the young Chillida rejected the 
image of the hmmn figure In 
favour of complete abstraction, 
the move was as wmfirtwit as it 
was permanent. 

And yet, just as there is with 
abstract [Minting a sense that 
the inevitable pictorial space 
the eye is invited to alter is a 
kind of landarapa of the Imagi- 
nation, so with abstract sculp- 
ture there will always remain 
points of human cont act and 
association, both physical and 
imaginative. The space the 
work occupies is as real as 
ever, and it is a space we who 
come to consider it shar e with 
it The carved interior spaces 
of Chiflida’s marble and gran- 
ite blocks offer an architecture 
and inner space that we are 
invited to enter. The iron bars 
writhe and twist like the fin- 
gers of the hards Chillida so 
loves to draw. The metal of the 
small maquettes, crisply sliced 
and bent, over-arches and 
encloses a most potent and 
imaginatively cha r ged domes- 
tic space - the houses in spirit 
of Bach, or Goethe, or Hokusai, 
as Chillida indeed fancies to 
think of them. 

The exhibition has been 
be autif ully installed, the mez- 
zanine open and airy a g ain, 
and bow hnnAmmn a gallery 
the ugly duckling Hayward 
suddenly appears to be. - -- 



Varese and Beethoven 


ROYAL FESTIVAL HALL 

The “Brave New Worlds" 
series on South Bank proposed 
on Sunday a concert of notably 
brave and intelligent pro- 
gramme-planning in which two 
epic, and wholly dissimilar, 
worlds of music were brought 
face to face. The first was the 
infinitely depressing lawitMu pp 
of Varfese’s D4sens (2950-54), 
which Simon Rattle and the 
City of Birmingham Symphony 
Orchestra gave in the version 
with tape; the second was per- 
haps the 19th century’s most 
gloriously optimistic, ideal-in- 
mnaic at human society at its 
noblest - Beethoven's Ninth 
Symphony. 

The contrast between the 
two works was extraordinary. 
Not surprisingly, the first 
proved unpopular with the 
large audience; probably, it 
always will, since its intranri- 
gently harsh sound-world , 
summoned up with magnifi- 
cent power by Varfese’s string- 
less, percussion-heavy ensem- 
ble, becomes even harsher 
when live music gives way to 
tape (the scratchy effect of the 
veteran recording makes for an 
aifitad layer of bleakness). The 


performance was of the proper 
honesty and directness; this 
may not be an experience one 
wants to undergo very often, 
bat its "message" Is not one 
that should be lightly dis- 
missed. 

Sunday's Choral Symphony 
was the first given in London 
by Rattle, his orchestra and 
the (excellent) CBSO Chorus. 
Expectations were high - as 
they always are whenever this 
conductor tackles an important 
new project — and were amply 
rewarded. Not everything was 
yet in balance, of course. In the 
first movement the conductor 
persistently sacrificed preci- 
sion of ensemble to surges of 
energy; his predominantly very 
fast tempo for the second 
sometimes pressed the CBSO 
strings (keen but not very 
ample in tone) into scratchi- 
ness; and in the broad altar- 
ffando style chosen for the 
codas of the first three move- 
ments be risked losing momen- 
tum previously built up with 
such unflagging vitality. 

All that said, a first Rattle 
Ninth is still worth infinitely 
more than many another Top 


Hildegard Behrens 

COVENT GARDEN 


Conductor’s umpteenth go. He 
possesses the gift - always 
precious, supreme In Bee- 
thoven - of honesty, of 
responding to the notes of the 
score with freshness and a 
clear-eyed, open-hearted seme 
of commitment. In spite of the 
occasional cracks in the 
orchestra’s poise, the sound of 
the performance was always 
beautifully fresh and dear, 
wide in dynamic range, kept 
buoyant by the crisp, tip-of-the- 
toes quality of the rhythmic 
articulation. 

Above all, this first Ninth 
had dramatic intensity: the 
choral finale was reached by a 
progression that one felt to be 
utterly inevitable, and when it 
came the impact was of exhila- 
ration almost without interrup- 
tion. The team of soloists (An- 
son Hargan, Alfreda Hodgson, 
Robert Tear, Willard White) 
was of the right kind for this 
performance: not “perfect" in 
blend but full of musicianly 
zest, and, like the chorus, made 
newly alert to the delivery of 
the words. 

Max Loppert 


It takes a brave soprano to 
deliver big, dramatic ehnnks of 
Beethoven, Weber and Wagner 
in front of the Royal Opera cur- 
tain, which is what Miss Beh- 
rens did on Friday. It has to be 
said again that the Covent Gar- 
den house is not singer- 
friendly - not even for singers 
on the open stage; and the tear 
son it needs to be said again Is 
that amid all the flustered 
plans for a rebuilt Royal 
Opera, far too little has been 
heard about reforming its 
sound. Since we began hearing 
orchestral concerts and solo 
recitals there, the acoustic 
Achilles' heel has become 
sorely evident In the circum- 
stances, the Behrens perfor- 
mance — slightly constrained 
by a touch of bronchitis - was 
downright heroic: 

For all its charms, the audi- 
torium offers a dull, dry acous- 
tic. Tenors have been com- 
plaining for years that they 
can’t bear their voices bounc- 
ing back; what we hear is 
decently d MT and nndlstart ed, 
but deprived of any aural halo. 
It Is remarkable that an orches- 
tra concealed in the pit, as toe 
Bournemouth Symphony was 
on Friday, makes a more vivid, 
better balanced impression 
than one on stage. A lusty 


voice can, on occasion, make a 
thrilling impact; nonetheless, 
any singer who sounds good at 
Covent Garden can sound 
strikingly better elsewhere. 

Acoustics is not yet an exact 
science, as the chequered 
recent histories of file Lincoln 
Centre and the Barbican have 
proved. But one would like to 
be reassured that the planners 
are aware of the defect, and 
have practical Ideas for ameHo- 
ratim; given the large sums of 
money in question, it would be 
truly perverse to concentrate 
on improving the foyers and 
the backstage facilities whilst 
leaving the problematic sound 
to fend for itself. At current 
Royal Opera prices, the audi- 
ence deserves better. 

Clearly the original prices 
for the Behrens concert were 
reckless - about double what 
the South Bank might have 
charged — and although there 
bad been a hasty climb-down, 
many seats remained unfilled. 
It was, after all, a compromise- 
concert, a showcase for a 
singer just four strenuous 
exhibits for the soprano star, 
with orchestral fill-ups as 
required. In fact the fill-ups 
were impeccably apt - Bee- 
thoven's “Prometheus” Over- 
ture before his aria "Ah! per- 


fido," the overtures to Weber's 
Oberon and Wagner’s Flying 
Dutchman as preludes to each 
heroine's principal scena, and 
Siegfried’s Funeral March 
before BrOnnhilde's Immola- 
tion - and conducted to 
expertly incisive purpose by 
Francis Travis. 

The Behrens bronchitis 
incurred no more than some 
creaky register-shifts in “Ah? 
perfido,” a smudge at the cli- 
max of the Weber “Ozean, du 
Ungeheuer” and prudently 
remed-in top notes for Senta 
and BrOnnhilde. TT nnatnrally 
exposed before the stage cur- 
tain, the voice stood up nobly 
to unfair scrutiny. In itself it 
isn’t one of those life-giving 
organs like Jessye Norman's or 
Pavarotti’s, but it is a fine, gen- 
erously scaled instrument for a 
thoroughbred artist. Without 
overt tricks, the timbre and the 
dramatic address were subtly 
altered to give each new char- 
acter her own stamp; and Beh- 
rens’ delivery of the great 
BrOnnhilde peroration (with 
astute support from Travis, 
and a resplendent Dark Ages 
gown) was potent, searching 
and grandly arched — candid 
authority, authentic uplift. 

David Murray 


Giorgio Morandi: not just a painter of bottles 


forgto Morandi was bora in 
1890 in Bologna and he died 
there in 1964. After his death. 
Iris two s urvi ving steters d o n a t ed 
him — and their — collection of his 
works to his native city; and now, 
to celebrate his centenary, Bologna's 
Galleria Comnnale di Arte Moderna 
Kh« mounted an immense and 
imaginative exhibition, an authentic 
celebration of the artist and his work. 
The city is also restoring an old palace 
in the centre of Bologna, where the 
Morandi collection will be permanently 
housed. 

Those who do not know MorandTs 
wask well may think of him, perhaps 
dlsmlsstv ely. as “the painter of 
bottles." And even some of Us 
ad mir ers might think — and they 
would be totally mistaken - than 
an array of several hundred Hfioranrfls 
all In the «nm place would necessarily 
produce satiety and even boredom. 

Instead, the exhibition demonstrates 
MorandTs magic variety. I ds un erring 
gift for for JwiwntiriHg 1 

the smallest details. He could make 


fiie juxtaposition of a few objects on 
a flat, often anonymous surface, 
express anything he chose. Indeed, 
the same object - the little orange 
coffee pot, for example, in two 
still-lifes of 2938 and 1989 - can 
assume different characters. In the 
earlier picture is squarely in the 
centre, protagonist, flanked - as If 
guarded — by a slender milk-white 
little bottle; in file late painting, 
the white bottle is gone, the coffee-pot 
is no longer in the foreground and 
another object, a bud-vase, of the 
same bold orange colour has appeared; 
the objects are more numerous and 
in a rough line, like a chorus. The 
coffee-pot has returned to the 
ranks. 

After a while in the great rooms 
of the Bologna exhibition, you re-tune 
your eyes. It is like adjusting to 
chambermusic after a week at 
Symphony Hall. You begin to recogise 
an object from one painting to the 

Bird , yon beds fe> find «jpnlflfon«» 

in the object’s distance from the 
table-edge (if there is an edge 


indicated), or in the angle of the 
painter's viewpoint. The light changes: 
some of the wor ks see m clearly to 
be “morning" pictures, others are more 
crepuscular. The invention is endless; 
there are no repetitions. 

Of course, Morandi did not paint 
only still Ilfes (there jg a raagntflcpnt 
self-portrait in the Magnanl-Roeca 
collection, not far from Bologna); but 
he deliberately kept hte world small 
He travelled very little, and for most 
of his life he stayed in Bologna, saw 
the same few friends, taught 
techniques of engraving at the Fine 
Arts A cademy. I n the su mmer, and 
dazing a certain wartime period, he 
and his sisters went to stay at 
Grizzana, a little town in the 
Bolognese Appenines. Griaaana figures 
In a number of works. Bat In general 
he stayed in his studio in Via 
Fondazza when he trim rtf his 

eyes away from his bottles, he looked 
out of the window into the small, 
anonymous courtyard, or op at the 
rooftops, the TV antennas, the sky 
(in one picture, a white streak in the 


sky, iba wake of a jet, has a searing 
impact). 

If yon look at the battles long 
enough, they begin to seem animate, 
human- Similarly, if you look long 
enough at the landscapes and the views 
of Morandi’s courtyard, they seem 
to turn into objects. Not bottles, 
exactly, but shapes. In a haunting 
war-time landscape of 1943 On the 
Mestre collection, Bergamo), the line 
of stubby trees In the foreground and 
the hlock-hke barn in the background 
could, you think, be reduced to 
bottle-size and set on a Morandi 
shelf. 

Morandi’s brier flirtation with with 
metaphysical school and Its leader 
De Chirico produced only a few works, 
now extremely hard to find, and even 
on tiMiw there is a Morandi te pHnfe 
De Chirico’s haunted squares and 
towers are transmogrified Into bowls 
and apples and bottles; again, the 
drama is allegorised. 

William Weaver 




Anne-Marie Owens and Anne Collins in a new production of ‘Ariadne and 
Bluebeard* by Paul Dukas, which opened Opera North’s new season in Leeds 
last night- Directed by Patrick Mason and conducted by Opera North’s new 
musical director Paul Daniel, it will be reviewed by Mar Loppert in 
tomorrow’s paper. 
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OPERA AND BALLET 


Boyal Opera, Oovent Garden. 
The opening production of the 
season is Tunmdot. in a produc- 
tion by Andrei Serhan that 
counts as one of the company's 
most cotoarfal and imaginative 
efforts of the last decade. Ghana 
Dimitroro, Vladimir Popov, 

Lucia Mazzarta, and Robert 
Lloyd take leading roles, and 
Colin Davis Is the conductor. 
Bogush National Opera, Coli- 
seum. More performances of the 
new production of Wozzeck, eon- . 
ducted by Mark Elder, staged 
by David Pountoey . with Donald 
Maxwell in the title role, and 
Kristine Cferinski. Alan Wood- 
row, Richard Angaa and John 
Treleaven alao In the cast. Janice 
Cairn*. David Randal] and Neil 
Hewlett take the leads In Jona- 
than Milter's 19406-style Tosco 
production; further performances 
of the E NO's delightful Magic 
flute, c ond a c ted by Jane Glover, 
with Cathryn Pope. Neffl Archer 
and Benjamin Luxon. 

Dance. Sadler's Wells Is host 
to the Ballets Africains: an exotic 
evening out. 

Paris 

lUfitre de la Ville. Odfle duboc 
presents insurrection inspired 

by the movement of crowds in 

the streets duri ng th ePrencb 
revolution (42742277). 

Tbfdtre dea Champa Eiys^es. 

New York’s Jeffrey Ballet and 
the Orchestra National de Prance 
conducted by Allan Lewis bring- 
Satie, Debussy and Stravinsky's 
Le Sacra duPrin temps in its 


original version fo Nijinsky's 
choreography to the very theatre 
where it was first performed In 
3913 (47203837). 

Chatetet. The new production 
of the dramatic legend La Dam- 
nation de Faust is performed 
the PhilharmomaOrchastra 
with John Eliot Gardiner as con- 
ductor and by the Theatre du 
Chatetet choir conducted by Don- 
ald Palumbo (40282840). 

Brussels 

ThMtre Royal de la Mnrmale. 
The Monnaie opera, chorus and 
orchestra in Vodi’s Simon Boc- 
canegra conducted by Carlo Tom- 
masi. staging by Gilbert Deflo 
with Jose Van Dam (bass) as 
Simon, Nancy Gustafson (sop) 
as Amelia, David Pittsinger 
(bass/baritone) as Fiesco. 

Palais dea Beam-Arts. The 
Stockholm SymfonJetta with the 
Nederiands concert tour and 
soloists perform Mozart's Don 
Giovanni (concert version) (Sun). 

Uto* 

Palais des Sport. The Royal Wal- 
lonia opera in CavaHeria Rustt- 
m>m . 

Amsterdam 

M Hztnkth enter. The Netherlands 
Opera with a new production 
of Parsifal directed by Klaus- 
Michael GrQber. Netherlands 
Philharmonic is conducted by 
Hartmut Haencben, with Ban? 
McCauley in the title role. The 
National Ballet performs Memo- 
ries firm Underground (Van Dan- 
fcrig/Henze) and Requiem (Van 
-Schayk/Mozart) 1255 455). Neder- 
iands Danstiteat^ with three 


Kytian haTinte- 
Snadebka and 
455). 


Path. 

(255 


Gran Tfeatre del ZJeeu. Mozart’s 
Don Giovanni alternates conduc- 
tor* Wolfgang SawaUsch and 
Peter Schreier in a production 
by the Baygrische Sfcaateoper 
MQndhen. Rtwia September 28. 


Verdi Festival (until Seat SO) 
the French version of XZJViooa- 
tare, Le Trouoere, in a critical 
edition revised by David Lawton, 
performed by the orchestra and 
choir of the Paris Op6ra con- 
ducted by Vjekoalav Sided, with 
the Scale Ballet Co m p any. The 
cast includes Daniria Dead, BU» 
abetta Plnrflio. Kristian Johanns- 
son, Lajos Miller and Guy 
Gabelle. Festival includes round- 
table discussion vrtth Julian Bud- 

den and concerts (218887). 


Opera. Die Z aub erflOte has fins 
interpretations by EZfle Hobarth/ 
Gudrun Slabert, Lucy Peacock, 
Gerd Feldhoff and Bengt Rund- 

gren. As part of tills year's Berlin 

festival the Dresden Opera per- 
forms Die Liebe zu drei Orang e n 
and Elektra. Rigoietto and 
Madame Butterfly complete the 
week. 

Hamburg 

Opera. Der Ltebestnmk is per- 
fectly cast with Ahda Ferrarinl, 
Franzisco Araiza, J. Patrick Raf- 
tery and Rolando PaneraL Der 
fliegende Hollander stars Hilde- 
gard Behrens, Ftanz Grundheber 


in the title rote, Ww*n« Kruse and 
Hnrald Stamm. Brecht/WeHl'S 
Aufstieg und Fail der Stadt 
Mahagottny returns. 

Frankfurt 

Opera. DteNase, excellently pro- 
duced by Johannes Schaaf has 
William Cochran in the title rote. 
Macbeth stars Rosalind Plo- 
wright, Jusrgen Prefer, Rene 
Pape, conducted by Imre Pallo. 
Gluck's rarely played fptrigenfe 
en Tauride and William For- 
sythe’s ballet Limb's Theorem 
are both returning. 

Bonn 

Opera. The successful new Btgo- 
letto production by Graham Vick, 
is wonderfully sung by Jean-Fhl- 
fippe Latent in the title rote. Mar- 
fella Devia, Dennis O’Neill and 
Victoria Vergara. 

Stuttgart 

Opera. Verifier, sung in French, 
returns with Marilyn Schmiege, 
Marry la Holzapfel, Neil Wilson 
and Tero Hannula. Der fttegende 
Hollander features Sabine Hass. 
Toni Kraemer, Wolfgang Probst/ 
Robert Hale. Figaros Bochzeit 
features Melanie Kreuter, Hel- 
mut HolzapfeL Milagro Vargas 
and Carmen Mammoser. 

Colffjygm 

Opera. Fidelia, conducted by 

Cologne's music director James* 
Coalon. With Nadine Secunde 
(Leonora), Hartmut Welker (Don 
Pizarro), Ben Heppner (Flores- 
tan) and Matthias HoeUe (Rocco). 
Siegfried, part of the new Ring 
cycle in a co-production with 
tha rfficsc)t<nrf Oww. TimrincM) 


by Kurt Home, Is sung by Wil- 
liam Johns, Martin Finke, Anne 
Gfevang and Deborah FcdaskL 
Also Madame Butterfly. 

New York 

New Tack Cfty Opera. The week 
features Street Scene In Jade 
O’Brien’s production conducted 
by Chrbs Nance with Margaret 
Cusack as Anna Murrant and 
Kevin Anderson as Sam xa pim- 
■ John Absalom is Luka XnmiR 
and Jem Garrison feSkuratov 
in Khoda Levine’s produc tio n 
at From the House of the Dead 
conducted by Christopher Keene. 
Sharon Cteabam has the title rote 
in Frank Cassaxo’s 1930s produc- 
tion of Carmen conducted by 
Hal France with John Absalom 
as Don Jose. New York State 
Theatre, Lincoln Center (870 
5570). 

Chicago 

Lyric Opera. The company's 38th 
season opens with Gluck's 
Aleeste with Jessye Norman in 
the title rote, Chris Merritt as 
Arfmefa and Jnhn H r n prf m H Hw 
as the High Priest in Robert Wil- 
son’s production conducted by 
Gary BertinL Civic Opera Horae 
(3322244). 

Tokyo 

Salome . New pro du c ti on con- 
ducted by Se$ji Ozawa, with Eva 
Marton. Ragnar Ulfiing and 
Helga Demesch. Tama Partho. 
non (0423 76 8181). 

Moiseyev BaDet The famous 
folk dance company from the 
Soviet Onion. Tokyo Bunka. Bal- 
kan (from Thor) (587 0571). 


The Promise 

LATCHMERE THEATRE* LONDON 


Here is a Russian play which, 
were it not for tha focal and 
historical references, could 
almost be mistaken as quintes- 
sentialiy English. For Lenin- 
grad under siege in 1942, read 
London in the Blitz In 1940. 
The characters malm the best 
of the conditions and talk jn 
understatements. The Promise 
by Aleksei Arbuzov was first 
performed in London in 1967 
with Judl Dench, fen MpVpIIph 
and fen McShane. it is revived 
at the Latchmere Theatre with 
a cast just as promising. 
Between times political condi- 
tions In the Soviet Union have 
c han ged. But don't become dis- 
tracted by looking for political 
significance. The Promise is a 
good play in its own right 

The promise referred to is 
really the hope that came out 
of surviving the Leningrad 
siege, coupled with the belief 
that there must be better 
things to come. As indeed 
there are. Although the action 
takes place throughout in the 
same Leningrad apartment 
room, spanning the period 1942 
to New Tear’s Eve 1959, the 
material standard of living vis- 
ibly improves. At the start the 
characters use what furniture 
there is for firewood; by the 
end they are not too badly off 
with a telephone and a record- 
player. Music has quite a 
strong role in the play. 

It is not entirely political and 
economic conditions that upset 
thwTT| ft fa the mfriage-d-trois 


that is difficult to resolve. 
Lika, a near- 16-year-old girl, 
played by Helen Baxendale, 
takes refuge in the room dur- 
ing the siege. She is joined by 
the slightly older Marat (Clive 
Hayward), who was brought up 
there. Then enters the young 
poet Leonidik (Brian Mitchell). 
Both men love Lika: she 
appears to love the pair of 
them and the men are very 
fond of each other, though not 
in any sexual way - every- 
thing is very delicately done. 

The men go off to the war. 
Marat comes back a Hero of 
the Soviet Union, Leonidik 
with a wounded arm and a 
drink problem, but looking 
very distinguished. It could be 
England 1945. Lika marries 
Leonidik who, 13 years later, 
decides to get ont to allow 
Marat to take over. 

There is some satire, of 
course. Marat describes Leoni- 
dlk’s published poetry as 
“working without breaking the 
rules.” He is plainly not refer- 
ring to the metre. All the char- 
acters object to apartments 
being referred to in the social- 
ist jargon of "living accommo- 
dation.” Yet for the most part 
English understatement pre- 
vails: an air attack on Lenin- 
grad is described as "a bit of a 
do.” just as It might be in Rat- 
tigan’s Flare Path. The play 
directed by Peter Settetem 
runs until September 29. 

Malcolm Rutherford 
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S peculation about a passible 
“marriage" between Continen- 
tal of West Germany and the 
world tyre operations of 
Pirelli, the Italian tyres and cables 
group, has been going the rounds of 
the industry for more than two years. 

That Continental has nevertheless 
been caught off guard by the actual 
form in which Pirelli has popped the 
question was evident from its terse 
statement yesterday that it is “review- 
ing" Pirelli’s proposals for what 
amounts to a backdoor takeover. 

On the face of it, Pirelli’s proposal 
to combine the tyre companies evi- 
dences a desize for a merger of equals. 
Pirelli would have management con- 
trol but Continental would continue 
to exist as a German company with 
its own shareholders and brands 
(Continental Sem peril, and Dm). 

Wnw OT m r , Pirelli claims, with appar- 
ent conviction, that It has quietly 
obtained prior support from a big 
enough body of Continental share- 
holders to ensure that its proposals go 
through. The It alian proposal thus 
presents Mr Horst Urban, Continen- 
tal’s chief executive, with a tough 
challenge in bis fight to keep the tyre- 
maker independent. If Pirelli is suc- 
cessful. the group that would emerge 
would have combined tyre sales of 
DM13bn (£4_4bn) and a 16 per cent 
share of the world tyre market 
The effects of the proposed merger 
would be quite different from what 
they would have been, say, two years 
ago. Then, such a move would have 
left Pirelli/Continental challenging 
Goodyear of the US for the world 
industry’s leadership. Now, so fast 
has been the pace of rationalisation 
that even the combined group would 
be in exactly the same place in the 
world league table - fourth - as 
Continental is on its own. 

Moreover, although the merger may 
enable the two companies to improve 
production and distribution and share 
research and development costs, it 
will not have any impact on the fun- 
damental problems facing the world 
tyre industry: over-capacity, once 
again approaching the 20 per cent 
level which precipitated a big shake- 
out in the industry a decade ago; and 
a consequent squeeze on profit mar - 
gins which Is expected to Intensify 
over the next one or two years. 

This year has seen a string of pro- 
foundly gloomy profit figures and 
forecasts from the majority of the six 
companies that control more than 85 
per cent of the $45bn a year world 
tyre market 

• Conti itself recently reported a 89 
per cent plunge in first half pre-tax 
profits and has warned that its earn- 
ings for f ull year will fail “signifi- 
cantly short" of 1989, when it made 
DM369 -3m at the pre-tax level and 
DM227-8m net 

§ Mr Francois Mfahrfin , nhairman of 
the French Groupe Michelin whose 
$1.5bn purchase cf Unfroyal-Goodrich 
of the US last year made it the world 
tyre market trader, has warned that 
Michelin faces three or four “difficult 



ELEVEN YEARS after its last 
cyclical trough, in 1979, British 
unemployment is rising once 
more. But it is, alas, rising 
from a higher level than Its 
lowest point in that year. The 
unemployment rate at which 
Inflation remains stable does 
not appear to have fallen and 
may even have risen over the 
past decade. Further reforms 
in tiie structure of the British 
labour market must be intro- 
duce!, if the 1990s are not to 
see a repetition of the failings 
of the 1970s and 1980s. 

Unemployment is now set to 
rise well into next year. Fear of 
unemployment is, indeed, the 
only available means of curb- 
ing inflationary wage settle- 
ments, given the current unsa- 
tisfactory nature of wage 
bargaining. But unemployment 
is both economically costly and 
hard to remove. 

Compared to the previous 
low of 4J3 per cent of the 
labour force In 1979, unemploy- 
ment began rising in March of 
this year from 5.6 per cent 
Standard explanations for this 
apparent deterioration over the 
cycle - highar unemployment 
benefits or Increased trade 
onio n membership - do not 
apply to Britain in the 
Thatcher decade. The severity 
of the 1980-81 recession and the 
subsequent transformation of 
cyclical to structural unem- 
ployment are the keys to 
understanding this develop- 
ment. 

The unemployment created 
by the previous recession fell 
disproportionately on unskilled 
malwi previously in industrial 
employment outside the south 
and south-east of the country. 
For males under 25 and over 45 
years of age unemployment 
rates remained, even in 1989, 
almost twice the national aver- 
age and double the 1979 levels. 

Higher settlements 

The output recovery in 1982 
did not stem the rise in unem- 
ployment. As productivity 
increased, unions negotiated 
wage increases on behalf of 
their currently employed mem- 
bers. Similarly, companies 
found it more profitable to 
reward their current employ- 
ees rather than increase 
employment. Thus the rapid 
productivity gains of the 1980s 
were translated into higher 
real wages for employed “Insid- 
ers” and higher profits for the 


shareholders. 

Meanwhile, unemployed 
“outsiders" saw little improve- 
ment in their employment 
prospects. The proportion of 
out of work for over one 

year increased from 28 per cent 

of total unemployment In 1979 
to 45 per cent in 1988 and 35 
per cent today, despite a sub- 
stantial decline in the partici- 
pation rates of older men . 

Problems of adapting 

Vacancy rates began to 
recover after 1982. But many of 
the long-term unemployed 
were unable to adapt to - or 
search effectively for such 
employment opportunities as 
then arose. Employers were 
also noticeably reluctant to 
rangiriftr them for jobs. In con- 
sequence, high levels of 
long-term unemployment were 
an ineffective check on resur- 
gent wage Inflation. 

It Is not that the labour mar- 
ket reforms of the 1980s have 
been ineffective. But they have 
delivered higher growth of out- 
put and productivity rather 
than higher industrial employ- 
ment. Many of the long-term 
unemployed have, as a result, 
been e xcluded from the fruits 
of the new flexibility. 

How are the long-term unem- 
ployed to be brought back into 
the labour market? The days of 
high wage, low skill job6 are 
gone. Both school-leavers and 
the unemployed must be 
equipped with skills relevant 
to the needs of modem indus- 
try. 

The Swedish approach com- 
bines snma of the ingredients: 
extensive opportunities for 
acquiring new skills; a compre- 
hensive placement service; 
subsidies to employers who 
hire the long-term unem- 
ployed; and temporary public 
sector employment for those 
imahla to find work png 
year of unemployment 

A substantial rise in unem- 
ployment is now assured. But a 
rise in long-term unemploy- 
ment can and should be 
avoided. Long-term unemploy- 
ment is damaging to the indi- 
vidual and useless to thg econ- 
omy. Major changes are needed 
in the structure of wage bar- 
gaining, in training opportuni- 
ties and in incentives for the 
unemployed if the structural 
deterioration of the past two 
decades is to be reversed, 
rather than compounded. 


Entry barriers 
for airlines 


COMPETITION In the airline 
industry depends on the ability 
of airlines to start operating 
any route if they so desire. But 
this ability is jeopardised by a 
system of allocating the capac- 
ity of airports that favours the 
incumbent. Airlines have prop- 
erty rights In the capacity - 
the “slots" — j b wt they use at 
an airport, and the allocation 
of any surplus slots is managed 
by the attunes flying from that 
airport The system functions 
because some surplus slots 
usually arise every year; air- 
lines already operating from an 
airport may be able to increase 
their services or enter new 
routes. But newcomers may be 
unable to gain access to a busy 
airport like Heathrow. 

The European Commission 
has proposed that airlines 
which are not already operat- 
ing from an airport at certain 
times, but which wish to do so. 
should have priority in the 
allocation of any slots which 
become available; and, if no 
slots become available after a 
year, established operators 
could be compelled to give up 
some slots. 

This proposal impli es a radi- 
cal change in the present infor- 
mal system: but changes have 
to be made. If competition is to 
develop in European scheduled 
services, airlines cannot go on 
a gfggfrng how they share air- 
port capacity. But the Euro- 
pean Commission's proposals 
do not go far enough. They 
leave intact the curious system 
under which the airlines own 
the slots which they use, own- 
ership which they have 
acquired simply by being there 
when the services began from 
that airport 

Allocating capacity 

The normal method of alloc- 
ating scarce capacity in a mar- 
ket economy is to sell it For 
slots to be auctioned Instead of 
shared would be a revolution 
for the airlines and would 
remove what they regard as 
one of their most valuable 
assets. But they are valuable 
because they give the airlines 
some control over the market; 
and the thrust of policy 
towards the airlines in Europe 
is to weaken this control 

The relevant question is 
whether less radical changes, 
gurh as the European Commis- 
sion's proposals, are likely to 
produce superior results. The 


Commission’s scheme would 
allow newcomers to obtain 
some slots, but they would 
have to wait two years for 
them at congested airports and 
they <^whi unlikely to obtain as 
many as they would want. 
Both these attributes would 
hamper entrants, who might 
have under-employed assets 
and staff while they were 
waiting, and might not be able 
to operate at commercially-de- 
sirable frequencies once their 
service could start The latter 
could weaken their competi- 
tiveness because entrants have 
to balance high frequencies 
a gainst low fares in their battle 
for traffic with incumbent air- 
lines; if they could not offer 
high frequencies, they would 
have one competitive weapon 
instead of two. 

More slots 

If slots were sold, airlines 
would pay what they were 
worth to them; the provision of 
services would match more 
closely their value to travel- 
lers, and less the results of his- 
tory or a regulator’s judgment 
Entrants would be able to get 
slots when they wanted them, 
up to the number they thought 
worth buying. 

Incumbents might seek to 
bid op prices to discourage 
new competitors; same regula- 
tors fear that richer airlines 
could exploit their strength to 
push up prices beyond the 
means of newcomers. But their 
ability to do so would depend 
on the effectiveness of their 
efforts to maintain monopoly 
power on some parts of their 
network. Auctioning of slots is 
also said to be inconsistent 
with the the regulations of the 
International Civil Aviation 
Organisation, which requires 
airports to earn only reason- 
able rates of return. But this 
provision was intended to pro- 
tect airlines against abuses of 
monopoly power; If landing 
charges are what airlines are 
willing to pay, such regula- 
tions seem unnecessary. 

The problem is one of pre- 
venting the acquisition of 
monopoly power by airlines or 
regulating its use. It is an argu- 
ment for promoting competi- 
tion and regulating monopo- 
lies, not an argument aga i n st 
the use of market forces. The 
Commission’s proposals should 
be regarded as a step towards 
more radical changes. 


FLOATED an the Amsterdam stock 
exchange in J une la st year, Pirelli 
Tyre Holding (PTH) has had a bumpy 
ride since being split off from its 
parent company. 

With a 61 per cent plnnge in net 
profits to F140m (£l2m) in the first 
six months of this year, the group 
bears eloquent testimony to the 
difficulties being faced fry the world's 
tyre manufacturers. 

While its European business has 
gone relatively well, with sales even 
rising slightly, matters have been 
different In the US and Latin 
Ameri ca, w here PTH is expos ed 
through its ownership of Armstrong 
Tbe and its Brazilian operations. 

Armstrong is in the middle nf a 
$250m, five-year investment 
programme to bring its production 
capacity up to European standards 
and allow it to produce the premium 
tyres for which Pirelli is best known. 


John Griffiths and Andrew Fisher on the 
proposed marriage of Continental and 
Pirelli’s world tyre operations 

Bidding for a 
heavier tread 
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years” in which losses cannot be 
ruled out 

• A net loss of $65m for the third 
quarter is being being forecast by 
Goodyear, the only remaining US- 
owned big tyres group, which was 
recently demoted by Miohriin from Its 
position as the world’s biggest tyre 
maker . It has warned that 1200 jobs 
are to go from its European 
operations. 

• Pirelli Tyre Holdings, the Amster- 
dam-headquartered holding company 
for Pirelli’s world tyre operations, has 
«i«n just reported a 61 per cent drop 
in first half profits. 


To a large extent, the figures are 
the result of the industry shooting 
itself in the fort again. In spite of the 
lesson of the late 1970s and early 1980s 

If tbe merger goes 
through, it will be the 
last big restructuring for 
the industry 

that markets can turn down at high 
speed, the tyre majors have been 
adding capacity at a very rapid rate 


A bumpy ride since quotation 


Meanwhile, PTH’s Brazilian 
operation has been hit by financial 
and market-related setbacks linked . 
closely to the country’s own financial 
plight Among tiie things d raggi ng 
down first-half earnings at PTH was 
the shift in Int erest Income at Its 
South American operations, which, 
for the first time, was negative after 
allowing for inflation. 

But the group has strengt hs wh ich 
have allowed it to perform better 
than many rivals despite the 
weakness of Its latest figures. Most 
important is its presence In the 
pranium sector of the car tyre 
market - n otably far tiie more 
expensive sports tyres used on high 
performance cars - which has partly 
protected it from some of the 


vidssztudes of tiie world mark et 
M or eover , the fact that PTH is 
- not particularly dependent on whiter 
tyres means it has been spared some 
of the difficulties which have 
afflicted other European 
manufacturers In recent years as 
a result of milder winter weather. 

linking wi th Cont inental should 
bring many advantages. The two 
companies have relatively little 
overlap, limiting tha likely 

Although there may be some 
manpower reductions, job losses 
do not appear to he the most 

homed lata source of savings 
following the merger, according to 
industry sources close to Pirelli. 
Bather, the benefits look set to 


come in other ways. The combined 
group should be better placed to 
resist the pressur e for lower prices 
which has been evident in both the 
market for o rigina l equipment and 
re p la cem ent tyres for same years. 

There is talk of better use of the 
companies* assets in order to reach 
higher production levels, or maintain 
current production at lower cost 

White acknowledging the severe 
overcapacity in the market, Pirelli 
thinks that both its own plant and 
that of Continental is modem and 
cost-effective compared with others 
in the industry. Hence the finger 

nf ratinngHnaHfl ]| | w hlrh all admit 

must come. Is seen to be painting 
to other manufacturers using older 
plant and making tawerqnaltty 


French chains 
of office 

■ The resignation of Jacques 
M&tedn, mayor of Nice and 
chairman of the departmental 
council of Alpes Mari times, 
marks the end of an era which 
goes back two generations. 

For the year of his birth, 
1928, was also the year in 
which his father was first 
elected mayor of Nice, a post 
, which he held continuoukly 
for the next 38 years. His son 
then took over at the age of 
38, and has held sway over the 
town hall ever since. 

In France the town haD has 
played a vital role as a power 
base in the political system. 

In some ways it is more prized 

even than a parliamentary seat 
in tbe National Assembly. But 
only one man in the French 
political fir mam ent «m claim 
a record which beats that cf 
Jacques Mfedecin, He is Jac- 
ques Chaban-Pelmas, tiie for- 
mer conservative prune minis- 
ter, who has been mayor of 
Bordeaux ever since 3947. 

In spite of Mfeterin’s sudden 
departure, French local politics 
is likely to become more impor- 
tant in future, partly because 
decentralisation has increased 
the powers of the town halls, 
partly because legislation now 
limits the number of elected 
offices any one man can hold. 
Indeed, some leading local poli- 
ticians now choose to surren- 
der their parliamentary seats 
in order to keep their local 
offices. In 1988 Jacques M£de- 
cin was one of them. 

The downside is that local 
politics creates incentives for 
gangland behaviour and ques- 
tionable practices. Jacques 
M£dedn has long been notori- 
ous as the outrageously feudal 
boss of Nice. The national lead- 
ers of the respectable political 
parties are glad to see Mm go. 

To the authorities he is the 
mayor who somehow got 
FFrlSm (£l-5lm) behind In his 
tax payments. And the judicial 
system is currently rinsing 
in on him in a case alleging 
the diversion of FFr5m of pub- 
lic funds. 


Observer 


ft is the last threat which 
has finally induced Mm to 
bring 62 years of Mgdecin reign 
to a dose. 


Writers’ clamp 

, ■ Jacques Delors must be 
starting to wonder whether 
i bin luck is running oat 

As rifts appear between EC 
finance ministers over tbe 
I timetable for tbe Delors plan 
i for monetary muon, another 
setback threatens the momen- 
! turn of European integration. 

, This time, it is a looming short- 
age of stationery and office 
supplies at the Brussels Com- 
mission. 

For a bureaucracy whose 
vital functions depend cm 
churning out torrents of paper- 
work on everything from axle 
weights to sheepmrat quotas, 
this is a crisis. It strikes just 
as the Commission’s productiv- 
ity is hitting new peaks. 
According to Richard Hay, its 
chief of personnel and adminis- 
tration, the number of docu- 
ments produced rose 9 per cent 
last year - and that without 
a corresponding Increase in 
staff. 

In a directive to other heads 
of departments. Hay says the 
time has come for self-re- 
straint He warns of impending 
shortages of supplies including 
photoc opying paper, type- 
writer ana computer printer 
ribbons, floppy disks, enve- 
lopes, paste, mid marker pens. 

The austerity regime is made 
necessary by spending con- 
straints, he says. Well, at least 
he hasn't tried to blame it all 
an Saddam Hussein. 


RADA act 

■ The film director and pro- 
ducer Sir Richard Attenbor- 
ough Is appearing on British 
television peering out of an 
advertisement for British Satel- 
lite Broadcasting. 

He does his “turn” as acus- 



*Tt*s an offer of a Tornado 
time-share.” 

tozner in an TwcHam restaurant 
splitting the bill with his 
mat es, a sidelong reference 
to his Oscar winning film 
Gandhi 

Much good Is going to come 
of this innocent fun, however. 
He is putting his £50,000 
appearance money, ulus 
another £50,000 grant from 
BSB, to create a bursary for 
a student at the Royal Acad- 
emy of Dramatic Art where 
he once trained as an actor. 

The need for such bursaries 
is great, Attenborough says, 
because not all drama students 
can get grants. Some, he 
claims, are now having to steep 
on the floors of the academy 
in sleeping bags. 

Seven other celebrities who 
appear in the advertisements, 
ranging from the England foot- 
ball captain Gary Lineker to 
actor Jason Donovan, didn’t 
negotiate their fees quite as 
welL They are splitting 
£150,000 among them. 

Attenborough is supporting 
a campaign to raise £L5m for 
RADA, for expansion and bur- 
saries. It has already been 
boosted by film from British 
Telecom. That useful sum was 


sionof 20 “stars” to publicise 
this year’s change-over in the 
London telephone numbers. 


Front-lines 

■ The eruption of tbe Gulf cri- 
sis in early August stopped 
the British newspapers’ tradi- 
tional silly season in its tracks 
this year. 

But the emergence of 
exotic by-line has made up for 
it And there is no sign ofthe 

fashion waning aa B ummer 

turns to autumn. 

The name of Bobert Fisk 
of the Independent appeared 
“With the USAFs 1st Tactical 
Fighter Wing in Saudi Arabia,” 
shortly after he had been “In 
Raghwa Fort, on Saudi-Kuwaiti 
Frontier." Beau Geste all over 
again, I feeL The same paper's 
middle east editor wrote a 
piece with the byline: “From 
Patrick Cockbum, the first 
newspaperman to be admitted 
to Baghdad.” 

After that every correspon- 
dent had to be somewhere very 
hot, surrounded by military 
hardware, and preferably air- 
borne at the time of writing. 

The Sunday Telegraph has 
even brought tite fed back 
home with a piece filed from 
“Clarence House" for the 
Queen Mother's birthday. 


Spare parts 

■ A young camel was ques- 
tioning its parents. “Why do 
we have such long eyelashes?” 
be asked. “Sandstorms,’' his 

the sand out whence 
blows.” 

“What about this bump, 
then?” the youngster contin- 
ued. "That’s our water supply 
so we can walk from Kuwait 
to Riyadh," his mother told 
him. “I don’t like this horrible 
thick akin”, said junior. Father 
rebuked him. “You need it to 
insulate you against tempera- 
tures ranging from 120 degrees 
in the day to below freezing 
at night”. 

The youngster retorted: 
“What! - in Chester Zoo?" 


aiding that it coaid not say when this- 

this tadtgnHmd that 
Pirelli has chosen to art. . 

Continental's Mr . Urban* . 

believes that Contmentalls stafflg 
to ride out the steam oa tis 
f^nJ^ogh its 19 87 takeo ver Of 
General Tire, * represented njJke 
US market, while Togo 

Tire and Rubber have strengthened 
its position in Japan- Mrtwver, as Mr 
Unerases, Contine^'afl^. 
cial position remains better wan 
HomeV its competitors, indudttw 

other hand, the Bahanetroj 
pany has some powerful carts, 
(gffnly European^ in3 M5S£ n £ 

shareholders which bave d^dfid-tp 

hack Pirelli believe the days off the 
smaller producrtsajenimbe^mm 
Inc reasingly global industry. Antonio-. 
SS^^Scera want to rely on fewer 
mmmiers and to sign longer-term con- 




PIRELLI (ttaly) includes 
Armstr on g Tka. Metzetef 


SUMITOMO (Japan) 
indudes Dunlop, Ohutsu 


CONTINENTAL 
(West Gennany) includes 
Semper#. General Tire of 
tm US. IMrayat-Englebect 


BRIDGESTONE (Japan) 
indudes Firestone 


GOODYEAR TIRE & 
RUBBER (US) includes 
Fulda, KeUy-Springfield 
& shares of a s so cia tes 


GROUPE MICHELIN 
(France) includes 
Unlroyai-Goodfich of the 
USA Kleber of France 


during the past few years. 

In the past three years, mare than 
SlObn worth of new or modernised 
capacity has been completed or 
announced. 

Yet this has been coming on stream 
just as car markets have begun to 
turn down after several years of 
record growth. The inevitable result 
is that western vehicle makers , fleet- 
ing the chill winds of competition 
from Japan, are in a strong position 
to pare the tyre makers’ profit mar- 
gins, and have been doing so eagerly. 
In its recent interim report. Continen- 
tal referred to “a real price war”. 


Haig Simonian 


OMEGA 



OMEGA SPEEDMASTER AUTOMATIC 
THE NEW VERSION OF 
THE LEGENDARY MOON WATCH 
PROM £525. 
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“Conti is too small to compete wifir 
a company like Goodyear (the-gS 
group which is the world’s number 
two) and. too large to be a niche 
player,” says Mr Michael Tratefal, a 
managing director off 
the US securities house. "Major tyre 
suppliers have got to be abte tofolkrar 
their customers geographically, tech- 
nologically, and in terms of proaufr _ 

tton.” . ... - ■ 

As the number four producer, with 
about 9 per cent erfthe tyrebusu^s 
in western markets - PfreUi> the 
number five, has some 7 per cent- 
Continental is some way behind the 
leaders. Collectively, France’s Michr 
elin, Goodyear, and Bridgestone of 
Japan have well over half the market. 
Moreover, Bridgestone is now thought 
to be ready to start moving more 

energetically into European markets, 
thus possibly putting even more pres-: 
sure on prices. . ~ 

Conti and Pirelli are a good tit m 
several areas. Each has a secondjank ; 
tyre company in the US — Conti has 
General 'fire and Pirelli has Armfr 
trong - which could be developed 
into a major market force. Pirelli is . 
strong in T-atfa America, from which 
Conti is almost entirely absent and 
where the brand could be introduced 1 
with advantage. Both Pirelli and Con-' 
fingntni axe actively pursuing growth 
potential in eastern Europe and some 
Far Eastern markets like Malaysia 
and Thailand. - 

Yet in no sense ran immediate pros- 
pects be described as good. Before the 
start of this year, Pirelli had been 
forecasting 1-L5 pear cent growth in 
the total market for tyres, both origi- 
nal equipment and replacement . 
Gulf crisis and subsequent economic 
do wnturn make it much more HkEly 
that demand win he flat instead .-*• 
anil at lower pro f it margins- 

One thing , however, seems all but 
certain. If it goes through, this will be 
the last big restructuring for the 
industry, leaving only four players 
controlling most of the wood busi- 
ness. 


tyres. Merging PTH and Continental 
is primarily a way of increasing the; 
pressure on oilier, less-efficient tyre 
makers to reduce their own capacity. 

There should also be opportunities 
fog savi ngs in distrib ution, wfth.thC 
gradual aflSdsiiifr* 

network* etfaninatbig smallfir oottots 
and lowering overall costs. Sayings 
are als o predi cted in logistics and 
group administration. ■ 

Further efficiencies could also 
be gained in research and 
development, although the thinking 
here seems to concentrate primarily 
on the more efficient use of existing 
resources rather than outright 
spending cuts. The aim would be 
to avoid duplicating BAD efforts, 
and to use the resulting savings to 
step up research on a wider range 
off products. 
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Letters 


Nato 


Fr ^l Sir John Graham. 
Suprem^S ?* vin - *• 

S^JsPSFffSX 

4°|» s tefo7 

^^gm e a ^uSidf rSiiS 
Si No^h °JS sa .Station fi 

25SL b X “embers of Sato, 

ouS?^h J °5I^ ly or sev erally. 
aJ+jh! 4 ]e h,BHt y area. Indeed, 
Article 4 provides a general 

Sibne under which consulta- 
an£™ ay ‘ake place within the 
lidS^<-h h f n any party ron - 

thrtlf th 5 l ,ts sec urity is 
threatened, and it does not 

J? u 5 h interpretation to 
extend that to situations out- 
side the treaty area, if the par- 
“ wish. Any joint action 
uecidea upon as a result would 
06 a matter for political judg- 
ment and agreement among 


pact does not limit out-of-area action 


the 25 member states, on the 
basis, no doubt, of military and 
other advice. Thus, the legal 
and institutional framework 
exists: any inhibitions are 
political. 

There may well be a case for 
improving the military 
arrangements for out-of-area 
action but that is another story 
and can be effected without 
treaty revision. The ACE 
Mobile Faroe already provides 
the nucleus of a rapid deploy- 
ment force, albeit lightly 
armed. 

Such legal restriction as 
exists arises from Article 5, 
read with Article 6, which 
defines the treaty area. Article 
5 commits the parties to come 
to each other's defence if their 
territories or forces are 
attacked. This is the core com- 
mitment in any treaty of 
mutual defence. It is signifi- 
cant that because of American 
fears at the time that the 
treaty was negotiated that the 
commitment might embroil the 


US in Europe’s residual colo- 
nial troubles, the obligation in 
Article 5 is not mandatory but 
discretionary - “such action 
as it deems necessary” - and 
the colonial territories of the 
European powers were 
excluded, with the exception of 
France's North African depart- 
ments. 

To go further than Articles 4 
and 5 and to import a binding 
commitment to act together 
outside the treaty area in 
unspecified circumstances, but 
presumably in defence of 
vaguely defined security inter- 
ests or of other regions or 
states not party to the treaty 
and therefore not bound by 
any reciprocal obligation, goes 
much further than would seem 
practicable or prudent. It 
would convert a treaty of 
mutual defence into a different 
animal, for if the states thus to 
be protected were to be speci- 
fied, the treaty would become 
one of unilateral guarantee, a 
guarantee moreover of states 


over whose internal and exter- 
nal policies the guarantor 
would have no control; and if 
they are not so named, or the 
interests are not defined, what 
would be gained that Article 4 
does not already give - the 
right to consider together an 
out-of-area threat, and to 
decide appropriate action? 

There is a further political 
factor to be taken into account. 
In the regions outside the 
treaty area, western Europe 
and north America, alliances 
such as Nato are seen as alien 
and hostile. The rest of the 
world can barely be brought to 
accept the authority of the 
United Nations: it Is not going 
to accept Nato as a self-ap- 
pointed policeman. Joint 
operations out-of-area by mem- 
bers of Nato should not be 
mounted under a Nato flag. 
Far better to stick with Article 
4. 

John Graham, 

Ditchlcy Park, 

Enstone. Oxford 


Universities and research charges 


From Mr John Griffin. 

. Sir, It would be wrong to 
infer from your brief report of 
my speech {“Universities 
accused over research costs." 
September 13) that the pharma- 
ceutical industry is not pre- 
pared to pay the full, direct 
and calculated costs of 
research collaboration with 
university departments. 

What is at issue is the quite 
staggering variation in charges 
made and who gets the money. 

Following my speech at the 


British Pharmaceutical Confer- 
ence, a mini-survey among the 
academic audience, conducted 
by the session chairman. Pro- 
fessor PJ\ D’Arcy. showed 
recognised centres of research 
excellence as charging reason- 
able overheads and retaining 
all the income they had gener- 
ated, including 100 per cent of 
overheads, within their depart- 
ment 

At the other end of the spec- 
trum was a research depart- 
ment within one university 


charging overhead costs of 200 
per cent but keeping as little as 
20 per cent of this amount 
within the department obtain- 
ing the contract, while the 
remainder subsidised other 
less successful departments. 

I quite agree that universi- 
ties are not part of the welfare 
state. And neither are we. 

John Gr iffin, 
director. 

The Association of the British 
Pharmaceutical Industry. 

12 Whitehall SW1 


Prof Raymond 
Williams ‘was 
not a Marxist’ 


AMPS issues are not pursued lightly 


From Mr Kenan Watts. 

Sir, Lex (September 10) was 
generally critical of the use of 
auction market preferred stock 
(“AMPS”) by UK companies. 
Because Merrill Lynch has 
arranged several of these 
issues and indeed originated 
this application of AMPS, I 
should like to respond. 

The precise balance sheet 

and Other itn plinaHrmg of an 

issue of AMPS vary from com- 
pany to company depending on 
the use of proceeds, the laming 
structure and other factors, 
and we advise our dip.nts to 
discuss such questions with 
their own auditors. However, 
certain important features of 
the security itself are incontro- 
vertible: 

• AMPS are^suhordinated to 

all debt 7 V . • . " 

• AMPS axe undated and the 
investors have no ability to put 
the securities to issuers. 

• If a company falls to make a 
dividend payment on AMPS 
outstanding, it is not forced 
into bankruptcy. 


These features, which are 
overlooked in Lex's commen- 
tary, are important to accoun- 
tants' readiness to treat AMPS 
as part of shareholders’ equity. 
The analogy with Eurooon ver- 
tices with a put option is inap- 
propriate. because the AMPS 
investor does not have the abil- 
ity to put the security to the 
issuer. 

Moreover, while a dramatic 
deterioration in a company's 
creditworthiness will increase 
the cost Of AMPS outs tanding , 
these casts are subject to a ceil- 
ing. and the company is not 
compelled in these circum- 
stances to refinance the AMPS. 

Turning to the dividend 
costs, it is true that these will 
vary from month to month in 
4ine with -short-term US- inter- ^ 
. ' est rates. But it does not follow' 
that issuers need face uncer- 
tainty as to future dividend 
costs. For the reason I have 
already explained, the obliga- 
tion to make dividend pay- 
ments, although serious and 
not lightly ignored, is never- 


theless radically different to 
debt service obligations. 

Furthermore, issuers can 
manage the exposure to US 
short-term interest rates in the 
context of their overall balance 
sheets, using interest rate 
swaps or options as appropri- 
ate. 

US investors will only pur- 
chase AMPS to which strong 
credit ratings are assigned. In 
our experience, the US rating 
agencies will only assign such 
ratings to AMPS issues where 
the agencies are convinced 
that the management of the 
company in question fully 
understands the nature of the 
security and how to manage 
the dividend costs. 

Given also the need, in many 
-cases, -to seek.. shareholder 
approval, AMPS- issues are not 
pursued by UK companies 
lightly, or without due regard 
to all aspects of the security. 
Kevan Watts, 

Merrill Lynch International 
Ropemaker Place, 

25 Ropemaker Street, EC2 


From Mrs Raymond Williams. 

Sir, May I correct two seri- 
ous errors of fact concerning 
my late husband Professor 
Raymond Williams, in Geoffrey 
Moore's article (“Holy, holy, 
holy, guru almighty,” Septem- 
ber 1)? The occasion was the 
publication of Volume 2 of Peo- 
ple of the Black Mountains and 
the reissue of Culture and Sorir 
ety. 

Both Geoffrey Moore and 
your caption state that Ray- 
mond was a Marxist He was 
not a Marxist On his frequent 
visits to European universities, 
at which I was present and 
took notes, it was often pointed 
out that he was not and that 
he did not conform to Marxist 
theories of culture, in particu- 
lar to the theory of reflection, a 
theory which Marxists them- 
selves have since abandoned. 

As to the point that Culture 
and Society did not contain a 
detailed study of the words: 
this was part of the original 
work, but omitted by the pub- 
lishers. In a much extended 
form, entitled Keywords, it was 
published in 1976 by Fontana, 
and was a surprise best seller. 
Joy Williams, 

4 Common HiU, 

Saffron Walden, Essex 


An ‘obviously 
sensible’ claim 


A chance for Mr Patten to show ‘greenness 5 


From Mr C.W. Humphreys. 

Sir, Now that there is, quite 
rightly, to be a public inquiry 
into the future of SpitalfieMs, 
Mr Chris Patten, the Environ- 
ment Secretary, has a unique 
opportunity to demonstrate his 
‘'greenness.” There is little 
chance that any development 
scheme will do justice to this 
important site and it is less 
than obvious that this part of 
London has a need for yet 
more office space, so why not 
opt for the bold solution and 
give the City a new park? That 
really would be refreshing. 
C.W. Humphreys, 

Allison & Humphreys. 

40 Artillery Lane, El 


AND this me ft wiu. ^ 

LOOK, T HERE'S TUB TREE 





From Mr Daniel Vultiaty. 

Sir, The Government 
responded to the recent spate 
of rail accidents by a largely 
unnoticed statement last 
month that it is to meet a 
long-standing demand of the 
rail unions and transfer 
responsibility for health and 
safety enforcement in the 
industry from the Department 
of Transport to the Health and 
Safety Executive (part of the 
Department of Employment). 

An important demand of the 
offrhore oil and gas workers in 
their dispute is for their safety 
enforcement to be transferred 
to the Health and Safety Exec- 
utive. Which prompts the ques- 
tion: how many serious disas- 
ters offshore will it take before 
the Government "promptly" 
reacts by acceding to an obvi- 
ously sensible claim? 

Daniel Vullialy, 

School of Adult and 
Continuing Education, 
University of Hull 


BR’s need is for a quick, bold separation from government 


Yoth Professor W~P. Bradshaw, 
Sir, Several debatable issues 
re raised in your editorial 
omment (“When to sell the 
always,” September 12). 

The huge annual subsidies 


flowed to company-financed 
' the i 


lotorists and the unwilling- 
ess to charge market prices 
tr congested city centre high- 
ays make a mockery of argu- 
tents which suggest that rail- 


ay users are not paying 


anomicaliy rational _ 

iese ppomaiies were corrected 
Away fares could rise to lev- 
s where subsidy, other than 
i rural lines, would be unneo- 
jgary. Why single out railway 
jers for rational treatment? 


The prospects for privatisa- 
; by 1995, which were 


>n of BR — ; - 

ised upon a very bullish view 
the economy taken nearly 
ro years ago, have not only 
en dimmed by recession but 
so by the requirement, foi- 
sting the Clapham a c cident, 
spend as much as £L5bn on 
thancing railway safety. 
p»tr» very different standards 
e used to judge road and rail 
insport, with a requirement 
the latter case to spend 
lavily to make the much 
fer railway even safer. 
Forecasts of road traffic 
owth in Britain predict a 
ubling of vehicle mileage in 
e next 25 years. The recently 
panded road programme 
fere at most about 10 per cent 
iditional Inter-urban road 
pacity and nothing at all in 
ban areas themselves. There 
an increasing possibility that 
a oil to fuel this traffic flow 
II become much more expen- 
re and may not be available 


in sufficient quantity. 

The defence of our national 
interests goes beyond sending 
forces to the Gulf. In the last 
resort it means ensuring that 
our industry and commerce are 
able to survive an oil crisis. 

In this context the railway 
would acquire a strategic role 
and it would be sensible to 
Invest in electrification and 
retain unique railway land 
assets in operational use. Prof- 
it-maximising private owners 
would be unlikely to adopt 
such a view. In a situation of 
scarcity they would raise 
prices and the lead times for 
expanding railway capacity are 
so great that enormous damage 
could be inflicted on the econ- 
omy meanwhile. 

You are right to suggest that 
the property assets at the rail- 
way would be of great interest 
to the potential investor. In the 
case of the privatised bus 
industries many fortunes were 
made by selling bus stations 
and dumping the passengers 
and buses on to the streets. 
Taking unique assets out of 
public transport use may close 
down the opportunity of using 
them again, for example a rail- 
way corridor through a city 
centre. The fact that electric 
railways or rapid transport 
systems are the only means yet 
in prospect of coping with city 
centre access in an efficient, 
non-oil-based, non-polluting 
manner, should cause ns to 
pause before letting short-term 
property speculators loose on 
railway assets. 

Almost nobody would dis- 
pute the need to make BR 
more customer sensitive and 


efficient. If, as you argue, polit- 
ical interference and lack of 
freedom are the real obstacles 
to efficiency, and 1 believe you 
are right, these could be 
removed very quickly by con- 
verting BR into a company 
along the lines of BP before Its 
shares were sold off. 

The new BR could find its 
own board members, raise 
money in the market and 
might be encouraged to sell 
shares to the staff and to users 
who could enjoy travel dis- 
counts by way of dividend. A 
proper regulatory body, along 
the lines of Oftel, could be 
charged with ensuring consis- 
tency between social obliga- 
tions, public subsidy, quality 
standards and fares and could 
begin to develop a regulatory 
framework within which an 
efficient railway might develop 
to meet a range of the coun- 
try's potential transport 
requirements. 

The Clapham inquiry drew 
attention to the effect of con- 
tinual managerial reorganisa- 
tions and uncertainty on 
morale and performance 
within BR. A long, lingering 
privatisation process would 
perpetuate this with the likeli- 
hood of detrimental effects on 
safety and quality. A quick, 
bold separation of BR from 
government which would allow 
the company freedom to 
develop would probably bring 
the benefits sought by yourself 
and railway users very much 
sooner. 

WJP. Bradshaw, 

Centre for Soao-Legal Studies, 
Wolfson College, 

University of Oxford 


Prom Mr David C. Morris. 

Sir, The conclusion reached 
in your editorial comment 
hardly seems justified by the 
arguments. 

There is unlikely to be a 
time in the foreseeable future 
when all BR’s sectors are oper- 
ating profitably, and anyone 
forecasting 9-10 years ahead is 
as good as saying never. Gan 
we afford another 10 years inef- 
ficiency? A programmed 
break-up is really the most 
practicable approach. 

As and when a sector 
becomes profitable, such as 
Inter-City or Raiffinefght, why 
not sell it? Management thno 
and resources can then be con- 
centrated on the remaining, 
difficult sectors. Even these 
could be sold with “sweeten- 
ers” to the owners, as and 
when specific targets are met 
and taxpayers would welcome 
a definite "end date” on their 
pockets. 

Different owners for differ- 
ent services would bring the 
required competition to 
improve services and an end to 
.the misery customers have to 
suffer. 

Ultimately BR would become 
a landlord of the property and 
tracks and able to continue 
commercial developments with 
the private sector. Stations 
could be leased to operators 
and signalling etc, put out to 
tender. A break-up sale of BR 
could attract a lot of votes. 

We need a Sha t al tn not a 
Ryzhkov solution. 

David C. Morris, 

Fku 3, 

9 Lewes Crescent, 

Brighton, Sussex 


W hoever else com- 
plains, we at the FT 
should not. The 
advice this newspaper offered 
to the world, in its leading 
article on August 3, has been 
followed to the letter. (Coinci- 
dence, I presume. Less notice, 
alas, was taken of our leader 
on July 23, "Hands off 
Kuwait", which suggested a 
joint statement by the five per- 
manent members of the UN 
Security Council making clear 
to President Saddam Hussein 
that "the world community is 
united in its determination to 
confine his ambitions within 
Iraq's internationally accepted 
borders”.) 

For readers who may have 
been on holiday at the time, let 
me quickly recap. Iraq’s sei- 
zure of Kuwait, we said on 
August 3. was a challenge that 
could not be ignored if the con- 
cept of international order was 
to have any future. The UN 
Security Council had to act. 
Military action would be very 
costly in human life, and 
would have incalculable politi- 
cal consequences. But eco- 
nomic sanctions, for once, 
seemed to have a real chance 
of success, if only they were 
applied by the countries 
through which Iraq exported 
its ofl. 

Of these, Saudi Arabia was 
most problematic, given its 
general preference for accom- 
modation rather than confron- 
tation with other Arab states 
in general, and its 
well-grounded fear of confron- 
tation with Mr Saddam in par- 
ticular. It would therefore need 
massive military reassurance, 
which only the US could pro- 
vide credibly and quickly. 

Some will argue that only a 
symbolic tripwire of US troops 
was needed to convince Mr 
Saddam that any attack on 
.Saudi Arabia would involve 
him in direct conflict with the 
US, and that the present much 
larger build-up is a clear dem- 
onstration of offensive intent. 
But remember the old saw, 
familiar in a Nato context, that 
you need much greater force to 
reassure a friend than to deter 
an enemy. Moreover, it would 
have been irresponsible of 
President George Bush to put 
US troops in a situation where, 
if deterrence felled, they would 
be bound to be overwhelmed. If 
an Iraqi offensive was even a 
possibility, it was necessary to 
deploy forces strong enough to 
defeat it 

That said, the deployment 
clearly does give Mr Bush the 
option of ordering a military 
offensive against Iraq, with or 
without a UN mandate. If he 
decides that economic sanc- 
tions alone are not going to 
work. And there are many who 
think he should exercise that 
option as soon as he has suffl- 


Foreign affairs 


West caught 
in its own 


noose 


Edward Mortimer considers the 
options open to President Bush 


dent forces in place. 

The Kuwaitis, watching the 
destruction of their country 
and knowing that Iraq will 
make sure the worst effects of 
sanctions fell on them, are 
understandably impatient. So. 
it seems, are the other Gulf 
rulers, and President Hosni 
Mubarak of Egypt, fearing that 
time and Arab politics will be 
on Mr Saddam’s side if the US 
presence in the region is pro- 
longed. And the Israelis, who 
have powerful friends in Wash- 
ington, have been arguing the 
case for "surgical” air strikes 
from day one. Some US com- 


they seem to be. 

That does not mean Mr Bush 
is bluffing when he insists that 
the military option is not ruled 
out. He has been so definite in 
his statements that “Iraq will 
not be permitted to annex 
Kuwait” that he cannot afford 
to rule ft out But there is no 
reason to think it is his pre- 
ferred option. What he must be 
hoping is that the threat of it, 
combined with the sanctions, 
will be enough to do the trick. 

Let us all hope so. For no 
one should be so foolish as to 
contemplate the prospect of 
war with equanimity. This 


In most of the Arab world, any military 
action against Iraq now would be seen 
as the worst in a long series of western 
imperialist acts of aggression 


mentators even suggest that it 
would somehow be a defeat for 
the US if Iraq withdrew from 
Kuwait without a fight, since 
the chance to destroy Iraq's 
chemical and missile capabili- 
ties, and its presumed nuclear 
weapons programme, would 
then have been lost 
Perhaps the best hope for a 
peaceful solution is that Mr 
Saddam himself might be per- 
suaded to share this view, or at 
least to use it as a smokescreen 
to cover his retreat But there 
is so far little evidence that it 
is shared by Mr Bush or his 
advisers. They believe that an 
air attack on Iraq would have 
to involve thousands of sorties 
and many US ca-siralti ftg — the 
“surgery** involved would be 
that of "an electric chain-saw 
for an amputation” rather than 
a scalpel, according to Mr 
Anthony Cordesman, a former 
Director of Defence Intelli- 
gence - and to be followed up 
by an even more costly ground 
offensive. The closer people are 
in Washington to military 
intelligence, the less hawkish 


would be a war fought mainly 
by western forces against the 
most heavily armed Arab state. 
The West would no doubt win, 
but at a terrible cost 1 do not 
mean only the cost in western 
casualties. That would be very 
high, but the cost to Iraq and 
Kuwait would be fer greater. In 
the process of destroying Iraq’s 
"military machine” we should 
kill thousands of Iraqis and 
Kuwaitis, and destroy much of 
Iraq’s economy as welL 

Could such destruction be 
justified by the just cause of 
defending Kuwait against 
Iraq's aggression? Even within 
the West that issue would be 
bitterly debated. But in most of 
the Arab world, and In the 
wider Is lami c world, there 
would be no debate. It would 
be semi as the latest and worst 
in a long line of western impe- 
rialist aggressions. In every 
Moslem country westerners 
would be treated as enemies, 
and governments which con- 
tinued to co-operate with the 
West might not survive. 

"It would be a short, hot war 


but the effects would be felt for 
many, many years." The per- 
son who said that to me last 
week was the Yemeni ambassa- 
dor to the UN, Mr Abdalla al- 
Ashtal - not exactly a 
detached observer but perhaps 
nearer than most to being a 
neutral one, and certainly well- 
informed. 

The trouble with President 
Bush’s “new world order”, 
from Mr al-Ashtal's point of 
view, is that in it the law 
seems to be made by the great 
powers, acting through the 
Security Councfi. They them- 
selves, protected by their veto, 
can act with impunity (vide 
Grenada. Panama), and there 
is no appeal against their deci- 
sions. He agrees, however, that 
Iraq Is in the wrong and “has 
to withdraw”. It is, be adds, 
“the Interest of all the Arabs 
that the conflict be resolved, 
but peacefully”, through Iraqi 
withdrawal, followed by negoti- 
ations with Kuwait. That 
would indeed be in the interest 
not only of the Arabs but of 
everyone else, and the object of 
western policy must be to pro- 
duce that outcome. 

Whether the western forces 
stayed in the Gulf after Iraq's 
withdrawal would be largely 
up to the host countries, who 
would have to balance their 
fear of Iraq against their fear 
of the domestic consequences 
of keeping western forces in 
place. Their current instinct, 
eagerly encouraged by western 
arms suppliers, is to purchase 
large quantities of weapons in 
the hope of becoming strong 

pn qq gh to defend themse lves 

when the western forces leave. 

That has not worked in the 
past and there is no reason to 
think it would achieve any- 
thing in the future except an 
even deadlier regional arms 
race. A better approach would 
be to link the withdrawal of 
western forces to the negotia- 
tion of verifiable regional arms 
control agreements, to which 
Israel as well as Iraq would 
have to be parties. 

That in turn, of course, 
raises the question of an Arab- 
Israeli settlement, and there- 
fore will no doubt be dismissed 
as premature and unrealistic. 
Certainly no crude liz 
between Kuwait and the 
Israel conflict can be accepted. 
But no one can deny that a 
"new world order” based on 
compliance with Security 
Council resolutions would 
have profound implications for 
that conflict; and if Iraq does 
withdraw from Kuwait no one 
should object to it claiming, to 
cover its humiliation, that it 
has broken the Middle Eastern 
logjam and made possible a 
solution of the Palestinian 
problem. 

Who knows? It might even 
tom out to be true. 



\bs ife a plane, but if its not accurately valued as an 
asset ft could end up causing a lot at damage to the 
balance sheet For in todays world ilk financial 


suicide lor any company to be ignorant of the true 


\ is it a plane, 


a liability t 


value of its assets. And that's whets Edward 
Rusbton Son & Kenyon come in. Since 1B55, we’ve 
been supplying and maintaining accurate valuation 
■reports tor all kinds of businesses alt ow* the warid. 
But expert valuation, in fields as diverse as 


petrochemicals and the world of art. iart the only 
string Id our bow Vie can also help your company 
mate the best use of eds&ng assets in the property 
maitet or help k>u expand you property 
portfolio. 
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Iraqi invasion flattens party plans 

Peter Norman and Stephen Fidler examine IMF-World Bank issues Olympic 


T HE International Mone- 
tary Fund and World 
Bank were all set for a 
party this year. 

Their 45th annual meetings, 
which will formally get under 
way a week hence, were to cel- 
ebrate the eclipse of command 
economics in eastern Europe 
and the triumph of free market 
Ideals. 

The Iraqi invasion of Kuwait 
has changed aU that The meet- 
ings, which will be preceded 
this weekend by gatherings of 
finance ministers from the 
Group of Seven countries, the 
Group of 24 developing nations 
and the IMF's policy-making 
Interim Committee, will be 
overshadowed instead by the 
likely effect of increased oil 
prices on the world economy. 

Econometric models, includ- 
ing the IMF’s own, suggest 
that the higher oil prices seen 
since the invasion will not pro- 
pel the world into recession. 
But the crisis in the Gulf has 
exacerbated dilemmas that 
were already facing policy 
makers in the leading indus- 
trial countries and added to 
the troubles of many of the 
world's developing nations. 

The policy co-ordination 
efforts of the Group of Seven 
leading industrial nations 
- the US, Japan, Germany, 
France, Britain, Italy and Can- 
ada - were already running 
into difficulties as growth 
slowed in the US, Britain and 
Canada and continued at a fast 
rate in Japan and continental 
Europe. 

This divergent economic per- 
formance had placed under 
strain the group's determina- 
tion to maintain a united front 
against inflation. With US 
growth down to an annual L2 
per cent In the second quarter 
and signs of economic slow- 
down and financial fragility 
multiplying, the Administra- 
tion has made no secret of Its 
desire for lower interest rates. 
Monetary officials in Europe 
are not convinced that the US 
has sufficiently conquered 
inflation to be able to ease pol- 
icy. 

Preparatory meetings of offi- 
cials over the past week sug- 
gest that these pressures could 
lead to tension when the G7 
ministers and central bank 
governors gather in Washing- 
ton on Saturday. 

According to European mon- 
etary officials, the position of 
the other G7 members is 
broadly to maintain monetary 
policy at its current level of 
tightness. “The countries want 
a steady-as-you-go policy," one 










event in the 
nineties 


By Robert Thomson 

in Tokyo 
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The IMF building in Was h ingt o n, where next week's meeting will be dominated by oil 


official said. This would mean 
accepting .that the oil price 
increase will a once-and- 
for-all increase In inflation. 

The IMF has calculated that 
if oil prices settle at $25 a bar- 
rel. the industrial countries as 
a group could experience a V* 
percentage point boost in con- 
sumer price inflation beyond 
current forecast levels this 
year and a % point increase in 

199L 

At present, the International 
consensus is against a deliber- 
ate tightening of policy to 
counter the Inflationary impact 
of higher oil prices. But further 
increases in nominal interest 
rates would not be ruled out in 
countries such as Japan and 
Germany where Inflationary 
pressures were strong before 
the Middle East crisis broke. 

Such divergence could dis- 
turb currency markets. The 
dollar’s failure to shine as a 
“safe haven” currency since 
the beginning of August sug- 
gests that it could extend its 
current softness against other 
major currencies. Although the 
world's central bankers appear 
unperturbed by present cur- 
rency developments a weak 
dollar has traditionally been a 
prescription for trouble. 

Such considerations, how- 
ever, may be too long term for 
this year’s annual meetings. 
Among officials, much energy 
will be expended on the imme- 
diate problems spawned by 
Saddam Hussein’s invasion of 
Kuwait in the front-line states. 

According to senior World 
Bank officials, the crisis could 
cost Jordan up to a quarter of 
its gross domestic product 
even before higher oil prices 


are taken into account. Egypt 
might lose as much as 5 per 
cent of GDP and Turkey a % 
per cent 

Special financial assistance 
is being arranged under the 
initiative of the US for those 
countries directly affected, 
although the US and other 
nations are keen to bring such 
aid under the wing of the IMF 
and World Bank to prevent 
waste. There are likely to be 

f-aTlc from ffrmwrw mlnfgten i in 

many -Third World nations for 
more financial help. The World 
Rank calcnlataa that only 11 Of 
its borrowing countries will 
benefit from higher oil prices; 
the zest will suffer. 

A large group of coun- 
tries ranging from 
those in the Indian sub- 
continent round to Turkey and 
Yugoslavia will lose on remit- 
tances. Yugoslavia estimates 
the cost of the crisis this year 
alone, through higher oil 
prices, lost remittances and 
losses on construction con- 
tracts in Iraq will amount to 
$1.3bn. 

The task of rebuilding the 
stricken economies of eastern 
Europe will also be harder. Mr 
Moeen Qureshi, senior World 
Bank vice-president for 
operations, estimates that the 
crisis could cost the east and 
central European countries 
$8bn-$10bn a year - and this is 
on top of a similar extra 
annual bill to accommodate 
the Soviet Union's desire to be 
paid in hard currency for its oil 
exports to its former satellites. 

Most industrialised govern- 
ments appear to see the need 
for no special financing facili- 
ties at the moment For those 


suffering less directly than the 
front-line states, there is 
already a special IMF fund (the 
Compensatory and Contin- 
gency Financing facility) and 
access to resources at the Fund 
and Bank can be enlarged on a 
case by case basis. 

However, there will be a 
review of how far the interna- 
tional debt strategy will be 
blown off course by the events 
in the Gull Efforts will also be 
made to extend further the 
principle of debt relief. The 
immediate focus is on lower 
middle-income countries, such 
as Poland, which owe the bulk 
of their debt to official credi- 
tors, rather than banks. 

Also under discussion - at 
least in the corridors - will be 
the IMF-led study into the 
Soviet economy, commissioned 
by the G7 at their economic 
summit in Houston to establish 
the criteria for western eco- 
nomic assistance to Moscow. 
The study is due to be com- 
pleted by the year’s mid. 

This will be the first IMF- 
World Bank ann ual meeting to 
be attended by a Soviet delega- 
tion. The Soviet Union - itself 
moving towards Fund and 
Bank membership - is one of 
only four countries in the 
world which are not members 
or which have no applications 
pending, The other three are 
Cuba, North Korea and 
Albania. 

Symbolising the eclipse of 
Communism. Czechoslovakia 
and Bulgaria will be admitted 
to the IMF and World Bank by 
this year’s annual meetings. 
Namibia, Mongolia and Swit- 
zerland, the remaining non- 
members, have applied to join. 


Cheney sacks US 
Air Force chief 


EBRD recruits economist 


By Lionel Barber in Washington 


MR Richard Cheney, US 
Defence Secretary, yesterday 
sacked General Michael Dugan, 
Air Force Chief of Staff, for 
predicting that the US would 
bomb Baghdad in the event of 
war against Iraq. 

Mr Cheney's action ranks 
among the most forceful asser- 
tions of civilian control over 
the US military since President 
Harry Truman sacked General 
Douglas MacArthur for insub- 
ordination in the Korean War. 

With full backing from Presi- 
dent George Bush, Mr Cheney 
said he had removed Gen 
Dugan, 53, a four-star general 
and member of the Joint Chiefs 
of Staff; for violating rules ban- 
ning discussion of military 
operations. 

“Relieving him was not a 
pleasant task, but I felt it was 
a necessary one,” said Mr Che- 
ney. 

Other officials said Gen 
Dugan was relieved of his 
duties because his weekend 
remarks undermined adminis- 
tration efforts to play down 
military options and stress the 
use of diplomatic and political 
pressure against Iraq through 
the United Nations. 

“The issue here is not 
whether what Gen Dugan said 
was correct or not", said one 
senior Pentagon official. 

In his Interviews with the 


at the edges. If I want to hurt 
you, it would be at home, not 
out in the woods same place,” 
he said. 

Mr Cheney described Gen 
Dugan as a fine officer with an 
outstanding record of service, 
but his comments violated 
a dminis tration policy which 
was never to disclose details 
about potential military 
operations or to talk about tar- 
geting individuals. 

Gen Dugan's comments 
come as the debate within the 
administration begins about 
possible US military options 
against Iraq, a point acknowl- 
edged by Mr Cheney who said 
yesterday that the 150,000 
forces deployed under Opera- 
tion Desert Shield “may be 
engaged in hostilities in the 
very near future". 

Gen Dugan, a 1958 graduate 
of West Point and a 32-year Air 
Force veteran who flew combat 
missions in Vietnam, invited 
the Washington Post military 
correspondent to accompany 
him to Saudi Arabia last week. 

His remarks were blunt but 
similar in tone to General 
MacArthur’s warning in the 
Korean War that “there is no 
substitute for victory". 

The Joint Chiefs are worried 
that the American public may 
not have the patience to sus- 


Con tinned from from Page 1 
human rights and the conver- 
sion of defence industries into 
civilian business. 

Officials from shareholding 
countries will meet on October 
23 to finalis e regulations to 
ensure that the bank can oper- 
ate once its creation has been 
ratified by member states. The 
bank will be capitalised 
EcuIObn ($13bn), of which 30 
per cent will be paid In and 
useable for equity investments. 
Subscriptions will be spread 
over five years. 

The EBRD wOl have a wide 
variety of instruments, includ- 
ing direct lending to govern- 
ments, local authorities and 
the private sector. It will be 
able to lend indirectly through 
domestic financial intermedi- 
aries such as commercial 
banks. It plans to promote pri- 
vatisation and support small 
and medium sized businesses 
by taking equity stakes and 
participate in venture capital 


lending. 

Other operations will include 
joint ventures, underwriting 
activities, credit enhancements 
such as guarantees and the 
provision of advisory services. 
It will also cooperate closely 
with existing international 
fiwanraal organisations such as 
the International Finance Cor- 
poration, a World Bank affili- 
ate. 

Eastern Europe's polluted 
environment will be another 
focus of the EBRD’s activities. 
It has already Joined the gov- 
ernments bordering the Baltic 
Sea in a project to dean it up. 

The EBRD believes the rapid 
development of Spain and Por- 
tugal since they became EC 
members is indicative of what 
can be achieved if eastern 
Europe develops Its ties with 
the rest of Europe. Under Mr 
Attali, it is determined to play 
a big role in transforming east- 
ern Europe into a growth 

region. 


IN THE final hours of the 
marathon battle to host the 
1996 Olympic Games, the 
backers of Athens were confi- 
dent last night that they 
would win the final vote with 
a campaign promising “tradi- 
tion”, **8001” - and a three- 
day cruise around the Greek 
for all athletes and offi- 
cials. 

The decision will be made in 
Tokyo today by 87 members of 
the International Olympic 
Committee, who have been 
wined, dined and serenaded 
far several years by the six 
competing cities: Manchester, 
Athens, Atlanta, Melbourne, 
Belgrade and Toronto. 

Campaigns have been a mix 
of lofty sentiment and pork 
barrelling. For some delegates, 
the last chance lobbying in 
Tokyo has included a round of 
golf with the Australian cham- 
pion Greg Norman or a con- 
cert in the company of the 
Greek singer Nana MonskourL 

The Atlanta committee sent 
delegates a compact disc of the 
Atlanta Symphony Orchestra 
and a CD player on which to 
listen to the music. An Atlanta 
representative explained that 
the gifts, designed to show 
that the city Is a place of cul- 
ture, did not come under a 
$200 gift limit per IOC member 
because “we sent them out six 
or eight months ago.” 

While the IOC prides Itself 
on maintaining a pristine 
Olympic spirit, money will 
have much to do with the final 
decision. Before voting, dele- 
gates will have seen estimates 
on the potential value of tele- 
vision rights far each venue, 
and candidatea in time zones 
outside prime US viewing 
hours are at a distinct disad- 
vantage. 

Melbourne supporters point 
to the declining share of the 
big US networks in television 
payments and to the rising 
percentage of Japanese money, 
and then to the favourable 
Tokyo-Melboume time zone, 
strn, US networks are expec- 
ted to pay at least 60 per cent 
of a television rights total 
expected to be close to $800m. 

The Melbourne bid has cost 
as much as A$20m ($16m) 
while Atlanta officials say 
their “official” campaign bud- 
get was $7m, figures which 
prompted Mr Bobby Charlton, 
the former soccer star, in 
Tokyo to represent Manches- 
ter, to characterise the cities’ 
presentations as “slick”. 

Chances are that Manchester 
win not win, but Athens is no 
certainty, despite the emphasis 
on the city as the spiritual cen- 
tre of the Olympics. 

Informed punters suggest 
that if Athens does not get a 
hefty share iff early votes on 
sentimental grounds, the city 
could struggle in later voting 
rounds against the polished 
pres en tations of Atlanta and 
Melbourne. 

Toronto has also produced a 
fine campaign, but so has 
Bread Not Circuses, a Cana- 
dian group opposing the 
games on the grounds that 
they are waste of money. 

Each city has had its gim- 
micks in Tokyo. Manchester 
boasts that it Is the “the city 
that introduced Mr Rolls to Mr 
Royce." And Atlanta has 
brought a 60 member team of 
track-suited schoolchildren to 
charm delegates suffering 
from banquet fatigue. 


Oil shortfall pushes prices up 


By Richard Gourfay in London 
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Angeles Times, Gen Dugan 
said the joint chiefs had con- 
cluded that US air power - in- 
cluding a massive bombing 
campaign that targeted Presi- 
dent Saddam Hussein - was 
the only effective option for 
removing Iraqi forces from 
Kuwait, rather than a bloody 
land-war. 

Describing the best military 
option as “decapitation," Got 
D ugan said the target of the 
aerial strikes would be Bagh- 
dad. 

“This would not be nibbling 


paign which would use 
mental rather than 
overwhelming force - one of 
the mistakes in Vietnam, 
according to recent reports in 
Washington. 

Mr Cheney's run-in with Gen 
Dunn is not his first clash 
with top military brass. 
Shortly after taking office last 
year, be publicly rebuked Gen 
Dugan's successor - Gen 
Larry Welch - far negotiating 
behind the scenes with Con- 
gress on the shape of the land- 
based nuclear deterrent. 


WORLD oil prices rose close to 
an eight-year high yesterday as 
traders said underlying short- 
ages of immediately available 
crude oil were becoming 
increasingly apparent because 
of the Gulf crisis. - 

The November futures price 
for the benchmark North Sea 
Brent crude rose $150 a barrel 
to $32.25, while on the New 
York Mercantile Exchange the 
November contract for the US 
benchmark West Texas Inter- 
mediate gaingri nearly a dollar 
by midday to $3220. 

Traders said further price 
rises towards S34 a barrel were 
likely as fears grew that Saudi 
Arabia would not be able to 
increase Its production enough 
to compensate for lost output 
from Iraq and Kuwait. 

“Nobody can come up with 
any reason to explain why the 
market should not go higher,” 
said one trader. 


Crude prices rose initially on 
rumours that the Soviet Union, 
the world's largest producer of 
ofi and natural gas, had suf- 
fered da mage to one of its pipe- 
lines carrying crude oil from 
the Urals. 

Soviet officials denied any 
knowledge of supply problems 
but traders said the Incident 
underlined the fragile balance 
between supply and demand. A 
fundamental tightness in the 
oil markets was beginning to 
become more important than 
reaction to political develop- 
ments as the main spur for 
higher prices, traders raid. 

Saudi Arabia has been 
increasing its export of crude 
by running down stocks held 
in floating storage tankers. 

* However, the new oil Saudi 
Arabia will pump is likely to 
be a heavier crude, from which 
refineries will be able to 
extract relatively less of the 


high value gasoline, kerosene 
and naphtha products that the 
world most urgently requires. 

The immediate shortage was 
highlighted by a Brent cargo 
for immediate delivery to a 
refinery which traded at a $3 
premium to the November con- 
tract. 

The oil markets also began 
to take on board planned pro- 
duction shutdowns in the 
North Sea starting in Novem- 
ber which will add to the short- 
age of crude oiL The Brent 
field is due to be fitted with 
extra safety valves and the 
Forties Field is to undergo rou- 
tine Tnalntmanw . 

Traders ray any disruption 
in supplies in the US that 
added to de mand for oil now 
destined for the European mar- 
ket would give a further sharp 
shock to world oil prices. 
Commodities, Page 36 
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Blow-out in the 
tyre market 


1 1 « 


The case for further 
rationalisation of the European 
tyre industry is indisputable. 
Demand is softening, overcapa- 
city is growing and. if the 
fierce price war is allowed to 
continue, there will be casual- 
ties. The slump in first half 
profits at Continental AG and 
Pirelli Tyre on a tiny downturn 
in demand is a frighte nin g 
foretaste of what might happen 
in a serious recession. Their 
long-term survival might well 
depend on combining their 
tyre businesses. 

AH this has been known for 
some tim e. Michelin was never 
going to get involved because 
of its size; the heavily indebted 
Goodyear is still recovering 
from Sir James Goldsmith’s 
attentions In 1986; and the Jap- 
anese can no longer be counted 
on to pay silly prices for strate- 
gic diversifications. Continen- 
tal always looked more 
vulnerable than Pirelli because 
ft did not have a big, friendly 
majority shareholder. 

But while a combination 
makes industrial and 
sense, there is the little prob- 
lem of who is to pay for it 
Pirelli Tyre’s shares have more 
than halved since last year’s 
disastrous flotation and are 
now trading at over 20 times 
next year’s earnings. Its disen- 
chanted shareholders will 
surely not stand any further 
dilution of an investment trad- 
ing at less than half net asset 
value. Pirelli’s parent says it 
has bought 5 per cent of Conti- 
nental and has the support of a 
majority of the latter’s share- 
holders. The obvious solution 
would be for Continental, the 
bigger of the two, to use its 
more highly rated paper to 
acquire Pirelli Tyre; but this 
does not fit with the latter’s 
stated ambitio n to control the 
combined group. Ideally, this 
should develop into a full con- 
tested bid. One senses that it 
will not 


Hawker Siddeley 

Share price relative to the 
FT-A All-Share Index 
150 



get of £8Qm-odd, the outlook is 
much less comforting. 

Not that the market was 
awaiting yesterday’s interims 
with, enthusiasm, given July’s 
warnings about power station 
contracting losses in the 
£27 .5m range. What ft did not 
bargain for was the gloom in 
parts of Hawker’s core electri- 
cal businesses, which 
explained the 9 per cent drop 
in the share price. Small elec- 
tric motors are selling badly, 
as construction, companies cut 
back; trading margins are 
down by a quarter in the 
group's instruments business, 
as the US automotive ma rket 
dries up; and Australia is down 
across the board. 

The difficult thing is to fore- 
cast the duration of the period 
of harsh trading Hawker faces. 
It is hard to quarrel with the 
group's decision to hold its div- 
idend unchanged. But the real 
cash management challenge 
will be to keep net debt down 
around the current level of 
about £i50m. That, uncomfort- 
ably enough with recession 
innming , is a fi.ve-year4righ. 


the company smacks . of -tite 
unfashionable 1980s. Althou gh "---- 
Mr George Walker is a veteran- ‘1‘- 
deal-maker, it was only in W: 
that his borrowings too k - off, ■ - 
from £36m to £788m two years;-' 
later Much of that went em the. 
now deeply unfashi onable :"; = 
areas of leisure and property ;. 1 :. 

development •. • - 

Meanwhile, the com pany 
anxious to avoid the infereiHM--;^ 
that It was sold a pup- Hen ce -X. 
the argument is supposedly/^ 
about William Hill’s profited 
while it still belonged- 
GrandMet This year, ft seems^;^ 
profits are perfectly satisfac-^ 
tory. If the market helieved:>f; 
that, ft would scarcely rate tte^ 
shares on a yield of 13 per ceuf;^ 
and a historic p/e of L7. . ' 


Hawker Siddeley 

Nobody expected the rebirth 
of Hawker Siddeley to be 
easy.The question now is 
whether in the near term the 
company has the energy or 
cash to spare from managing 
the business to carry through 
the far-reaching overhaul it 
promised a year ago. The likes 
of BTR, with its high margins, 
strong cash flow and sense of 
direction, can take on the chin 
the threat of recession in the 
sectors it trades in, like con- 
struction and motors. For 
Hawker, which is stQl in the 
throes of a group-wide strate- 
gic review, has spent £220m on 
acquisitions in the last 18 
months and has a capital bud- 


Brent Walker 

The sight of Brent Walker’s 
shares rising 3 per cent on 
news of possible savings on the 
william Hill deal adds to a 
sense of wnawrial unreality. 
The immediate saving is Era- 
ited to the £5Qm final payment 
Hue to Grand Metropolitan this 
month. This scarcely seems 
materi al to a. group with net 
b orrowin gs erf well over £700m, 
or nearer £lbn including the 
artificial off-balance sheet 
vehicle containing William Hill 

ftgpif- 

In relation to the group’s 
market value of £77m, of 
course, the sum bulks rather 
larger. The fall in the share 
price remains one of the Lon- 
don market’s mysteries, at 
least until next week’s interim 
figures. But in its present form. 


Warren Buffett . 

Is North America’s leading..' 
Investor telling t he re st cfius^X 
something reassuring- about vx; 
the US economy and thfr Cbm 
Crisis? Since the Invasion of jg 
Kuwait, airline and -travel t*’ 
related shares on both suke&o£-;.=. 
the Atlantic have been trailing-^ 
badly, what with worries 
the oil price, recession and:';.:* 
international terrorism. Then^-. 
Mr Buffett’s head popped i#*: 
yesterday in connection with _ 
PS Group, an obscure little"-’ : 
company in San Diego, valued - 4v 
by the stock market at onlyC-:.: 
$200m-odd. Mr Buffett, .who?// 
bought 11 per cent of PS , 
March and April, is now think-; jX. 
ing about doublizig his stake. . -x.-. 

PS is not actually an airSae>7.;v 
stock, though it owned Cah£sii>: 
ornia’s Pacific Southwest iqifiEl 
1987. But it provides jet frai^ 
services to domestic carriers,/^ - 
leases aircraft and owns; the t-C. 
third largest national chaftruf^yjv 
travel agents in the US. Either 
Mr Buffett knows lots of thing* ~v 
about PS winch other investors 
do not, or he thinks theje;is : . 
good value now in aviations 7 . 


IBC ' ■-.$% 

The suspension and planned- • 
financial reconstruction ^bf ‘ •; 
International Business Cdter „ 
munications, publisher of thft vy 
Fleet Street Letter and other.. J r 
stock market tipsheets, looks | 
like one far the textbooks. AD. : ~ 
the hallmarks are there: tlm r 
small company with the grah= 
diose title, the c h ai rman' s rgfr- . 
figure salary, shareholders’ 
funds of £12m backed by intanr 
gfhle assets of £94m and, above 
all, the buying back 18 months - 
ago of 40 per cent of the com-. 
pany^s equity at 150p a share,.:",.' 
Yesterday's price on suspen- 
sion was 3lp. So much for tip- 
sheets. 


BANK ON A BANK WITH 
A NOSE FOR ADVICE. 


Our most important service is not money and financing but competent 
advice from committed personnel. In fact, this has helped us to grow 
to one of the ten largest banks in West Germany, with a balance sheet 
total of over DM 116 billion. If you’re looking for an international 
business partner, you can bank on our hardnosed advice. 
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T©p Japanese banks 
credit watch 

Ja P anes 0 banks want to hear 
crprtii ^ hey slru 09‘e to lift capital ratios is a 
the 1 10 ,' ew - But M °«Jys Investors Service. 

iJ.ir 9s , a9ency ’ has decided to put 
me leading Japanese banks on credit watch 
S e of concerns about their profitability 
°7'estic asset base. Robert Thomson 
S l a ' wh , al this means for the Long-Term 
oreoit Bank of Japan, the Mitsubishi Bank, and 
the Tokai Bank. Page 30 

Farming discontent 

Banner headlines 
screaming “Lamb Wars' 
and stories detailing the 
rfA atrocities inflicted by 
V v \ J French farmers on Brit- 
' • | ish s h©®P imports do llt- 

problems underlying the 
' an 9 r Y Protests. The 

demonstrations are the 
most visible symptom of 
a much wider malaise which spreads right 
across French agriculture. Farmers’ viewpoint 
looks at the problems of cheap meat imports in 
France, not only from the UK, but also from the 
currency hungry countries of eastern Europe. 
Page 36 


Qafgety advances 7% 

Dalgety, the food and agribusiness group, has 
put its house in order. It yesterday announced 
a 7 per cent increase in pre-tax profits to 
£118.im ($222m). The Cinderella of the food 
sector, Dalgety won its increase through cut- 
ting annual costs by £3m. Clay Harris exam- 
ines the results and looks at plans to make 
acquisitions in the UK and continental Europe. 
Page 33 


Slaking Milliters magic work 

A reader of Munters’ 
past annual reports 
might well be forgiven a 
private smile at such 
headings as “the magic 
of evaporative cooling.” 
But the company with 60 
per cent of the world 
market for desiccant 
dehumidifiers has a high 
regard for its own prod- 
ucts. This was part of its problem, according to 
Robin Howe, the man chosen to revive the UK 
business In 1987. Munters UK had to learn to 
“love its customers a bit more than its prod- 
ucts,” he says. Andrew Baxter reports. Page 24 





Hungary goes private 





The Hungarian Government is finally taking 
things Into its own hands in order to get them 
off its hands. Up to now privatisation has been 
led by the managers of toe state assets them- 
selves. Nicholas Denton looks at the next 
stage, in which the State Property Agency 
plans to sell 20 state-owned enterprises includ- 
ing Ibusz, Hungarhotels and Richter Gedeon. 
Page 25 
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GM to invest $lbn in Europe 


By William Dawkins in Paris 

GENERAL Motors* components 
division, the world’s largest sup- 
plier of car parts, has strength- 
ened the management of its west- 
ern European operations and 
plans to invest more than $lbn in 
the region over the next five 
years. 

Automotive Components 
Group (ACG) Europe, the US car 
maker’s parts producer for the 
region, aims to “double or triple” 
Its turnover over the same 
period, mainly by selling more to 
other car makers. It is also 
expecting the European car parts 
market to grow by two-thirds by 
the end of the decade, said Mr 
Mark McCabe, the group presi- 
dent. 

ACC's nine European product 
divisions will from now on be 
managed under Mr McCabe as a 
distinct group, rather than 


reporting individually to the US 
as before. 

“Our goal in five years is to 
have 60 per cent of our sales com- 
ing from non-GM busi- 
nesses ... up from 40 per cent 
today,” he said. Best known for 
its AC Delco brand, ACG 
Europe’s sales readied $2.4bn in 
1989, or 4 per cent of the S60bn- 
per-year European components 
market. 

The reorganisation, announced 
yesterday, follows a series of 
European expansion moves by 
components suppliers in recent 
months, including Nippondenso 
of Japan and Valeo of France, 
The move comes after two years 
of study. It shows how General 
Motors, traditionally one of the 
world's most vertically integrated 
car makers, is moving in the 
same direction as some of its 


competitors by encouraging its 
component operations to be more 
autonomous and sell more out- 
side the group. 

“Most of our growth should 
come from vehicle manufoctuzeis 
other than GM," said Mr McCabe. 
Existing customers include Nis- 
san, Toyota and Honda of Japan, 
and BMW, Mercedes, Rolls Royce, 
and Volvo among European car 
makers. 

The European components 
industry is going through a con- 
solidation. The market is gradu- 
ally becoming divided between a 
handful of top components sup- 
pliers, who continue to buy parts 
from the second- and third-tier 
specialist producers that remain. 

The market could expand to 
FFrlOObn ($19fan) by the end of 
the decade, mainly on the back of 
increased car sales to eastern 


Europe, higher demand for fea- 
tures Him power steering, air con- 
ditioning and automatic gears. 
an d tougher European Commu- 
nity rules on exhaust pollution, 
Mr McCabe predicted. Less verti- 
cal integration among other ra> - 
makers, who would then turn 
more to outside components sup- 
pliers, would also play a part 

To prepare for this, ACG 
Europe has boosted its invest- 
ments from the previous average 
annnal rate Of glOOm to $285m 
this year, with commitments for 
more than (lbn over the next five 
years. 

The bulk of it will be used to 
expand and modernise plant, 
though ACG Europe was also 
open to making takeovers. Mr 
McCabe said that they would 
approach the more complex Euro- 
pean market in a cautious way. 


US losses push 
Hawker Siddeley 
profit down 28% 


By Charles Leadbeater in London 


UAW agrees to 
three-year deal 


By Alan Friedman in New York 

GENERAL Motors of the US and 
the United Auto Workers (UAW) 
dnlon yesterday reached a three- 
year labour contract that covers 
300,000 workers and is likely to 
set the auto industry standard for 
Ford and Chrysler. 

The accord was reached in 
weekend talks that broke a union 
rteadlim* for strike action of last 
Friday. It gives workers a 3 per 
cent rise (lower than the rate of 
inflation) in basic wages is the 
first year, plus lump sum pay- 
ments of 3 per cent for each of 
the two other years. 

The deal, details of which are 
to be unveiled today, includes 
increased job security provisions. 

Mr Robert Stempel, GM chair- 
man, said yesterday the new con- 
tract “recognises foe job security 
concerns of our employees.” Hie 
UAW has made this a higher pri- 
ority than wage increases. 

The Detroit News reported that i 
the contract requires GM hire 1 
one worker for every two who i 
quit, retire or die. i 


There had been speculation 
that GM would push hard to 
remove or alter this ono-for-two 
clause, that it would seek to cut 
thousands of hourly jobs and tty 
to close up to four assembly 
plants so as to compete better 
with the Japanese. 

Mr Stempel said foe contract 
would “provide the basis for a 
new level of trust between Gen- 
eral Motors and its employees”. 
as both work together to try to 
improve market share and prod- 
uct quality. The contract is likely 
to be applied to another 150,000 
UAW w orker s with other US auto 
manufacturers. 

UAW leaders are to meet in 
Detroit today to brief regional 
union representatives, who will 
takp Hip ripsil back to thp rank 
and file for ra tification. 

The need to avoid a strike and 
reach a compromise has been 
imriertingri by falling profits xnff 
by a decline in GM’s market 
share from 46 per cent a decade 
ago to 35 per cent last year. 


Pressure on Ford Canada 


By Bernard Simon In Toronto 

THE settlement between the 
United Auto Workers and Gen- 
eral Motors In the US will 
increase pressure for a settle- 
ment on 13.000 striking workers 
at Ford Motor's Canadian subsid- 
iary. 

The strike was called last Sat- 
urday after a breakdown in con- 
tract negotiations between Ford 
and the Canadian Auto Workers’ 
union, which broke with the 


UAW in 1985. Ford expects to 
start closing US facilities towards 
the end of next week if the Cana- 
dian strike is not settled. The 
stoppage has shut nine plants in 
Canada, including the only 
sources of certain engines and 
parts for Ford's US assembly 
lines. The CAW has rejected 
Ford's first contract offer. 

The company is expected to 
make anofoer proposal this week. 



THE GLOOM spreading through 
the UK industrial sector deep- 
ened yesterday after Hawker Sid- 
deley, foe diversified engineering 
group, reported a 28 per cent fall 
in pretax profits for foe first half 
of the year. 

The decline from £93 .2m last 
year, to S66.6m ($12Sm) in the six 
months to the end of June, was 
mainly due to losses of £27.5m at 
Hawker Siddeley’s power con- 
tracting division in foe US. 

However. Dr Alan Watkins, the 
group’s chief executive, warned 
that failing demand and intensi- 
fying competition would erode 
margins in several businesses 
during the remainder of foe year. 

Several analysts yesterday cut 
their forecasts for a full-year 
result of between £165m and 
£170m. Last year the group 
turned in pre-tax profits of 
ggngm Hawker Siddeley’s shares 
fell 44p to 429p on announcement 
of the interim result. 

The deteriorating trading envi- 
ronment will put the company 
under increasing pressure as it 
begins a wide-ranging restructur- 
ing of its activities. In November, 
the company’s board will con- 
sider plans to streamline activi- 
ties over the next 18 months to 
two years. 

However, the decline in 
demand is already forcing the 


company to quicken the pace of 
restructuring. Dr Watkins said 
that costs would be cut through 
redundancies and rationalising 
production between the group’s 
factories. By foe end of the finan- 
cial year, 1,000 jobs are expected 
to have been shed and two or 
three factories closed. 

The group is being hit by a 
downturn in many of its lighter 
industrial businesses, such as 
electric motors and small diesel 
engines. These are dependent on 
the construction, consumer goods 
and automotive industries. 
Hawker Siddeley is particularly 
exposed in the UK. the US and 
Australia - where growth is 
slowing down. Other areas 
accounted for only 7 per cent of 
turnover last year. Full-year prof- 
its will also be depressed by the 
strengthening of sterling against 
foe dollar. 

However, Dr Watkins said 
many of the heavier businesses, 
such as rail manufacturing and 
power generation equipment 
were holding up welL 

Trading profit rose about 10 
per cent to £9&8m, on an increase 
in turnover from £98 lm last year 
to£l.lbn. 

Earnings per share fell 8£p to 
19.1p and the interim divided was 
unchang ed at lOp. 

Lex, Page 22 


Christies warns on 
second-half profits 


After 41 straight hours of negotiations at General Motor’s 
Detroit headquarters, Mr Owen Bieber, president of the United 
Auto Workers, announces early yesterday that the US car group 
and his union have settled npon a tentative contract The agree- 
ment covers 300,000 GM employees in 29 states. 


By Andrew Hid in London 

MORE SELECTIVE buying of 
Impressionist, m odam and coo- 
temporary art held back earnings 
growth at Christies Internatio nal 
in the first half of this year. 

Lord Carrington, Chairman of 
the auction house, warned that 
second-half profits would not 
beat last year’s record. 

The group made profits of 
£0Jm ($753m) before tax in the 
six months to June 30, That was 
17 per cent higher than the 
£34. 4m made in foe equivalent 
period last year, but the pre-tax 
figure was boosted by £4.11m 
interest receivable, more than 
double the 1989 figure of £L97m. 
Christies attributed the increase 
in interest payments to careful 
management of its cash balances. 

Earnings per share rose 15 per 
cent to 13J>9p (ILSIp). In March, 
Christies repo r ted a 58 per cent 
increase in profits for last year. It 
had been a record-breaking 12 
months for both Christies and its 
rival Sotheby’s Holdings. 


“We are not going to escape 
totally unscathed from what is 
happening in the world,” said 
Lord Carrington yesterday. But 
he added that dealers still had a 
lot of cash following the market’s 
exceptional buoyancy last year 
and vendors were still bringing 
items in for auction. 

Christies’ sales in the first half 
increased from £G07m to £722m, 
of which 43 per cent came from 
sales of Impressionist works, 
including the record $8&5m paid 
for Vincent Van Gogh's Portrait 
of Dr Gachet in May. Group turn- 
over reached £l05m, compared to 
£90m last year. The group 
declared an interim dividend of 

2^p(2p). 

The equity market has already 
taken account of perce iv ed slack- 
ness in the art market: since 
June, Christies’ share price has 
slipped from a peak of 409p to 
yesterday’s closing price of 257p, 
down lp on foe day. 

Details and comment. Page 34 


German bearings group boosts 
US presence in $131m deal 


By Katharine Campbell in Frankfurt 


FAG Kngelfischer. the West 
German bearing and industrial 
systems manufacturer, is expand- 
ing its North American activities 
with the acquisition of Barden, a 
Connecticut-based company 
which specialises in precision 
ball bearing s. 

The West German group is pay- 
ing 366.50 per share or about 
$13L2m on a fully-diluted basis. 
The offer is at a substantial 
premium to the US company's 
closing share price last Friday of 
$32.50 a share. 

Mr Stanly Noss, president of 
Barden, said that while his is a 
relatively small company in foe 
US market, it produces some of 
foe best quality precision bear- 
ings. 

“The FAG association will give 
us foe resources we need to com- 
pete in the global bearings 
marketplace, while FAG gains a 
si gnificant manufacturing pres- 


ence in the US,” Mr Noss 
added. 

Mr Walter Schwarz, the presi- 
dent of FAG Bearings, which is 
also based in Connecticut, said: 
“The transaction wifi provide a 
means to develop additional 
domestic capacity to replace 
products which FAG currently 
imports." 

The West German company’s 
activities in the US have been 
centred around larger industrial 
bearings, while it lacks ex- 
posure to the precision mar- 
ket 

Barden’s forte, meanwhile, 
includes high-speed bearings lor 
machine tools, aircraft instru- 
ments, jet engines and X-ray 
technology. 

Barden will continue to operate 
as a distinct company, retaining 
its structure and corporate iden- 
tity. 

The US group’s sales last year 


— mainly in its home market but 
extending elsewhere including 
the UK - amounted to $98m, 
with net profits of $5. 6m. 

Mr Noss estimated that sales in 
1990 would be about $105m. 

Kngelfischer group sales 
amounted to $2£bn last year, of 
which $270m stemmed from 
North America. 

Mr Carl Norden, whose family 
helped to found Barden, and 
other relatives who together own 
about 31 per cent of the shares, 
have agree d to sell their bolding 
to the West Germans for $66£0 
per share. 

The tender offer is scheduled to 
dose in October and is subject to 
regulatory approval, according to 
Barden. 

FAG is being advised in the 
transaction by Paine Webber. 
Barden stock is sold 
over-the-counter in the 
US. 


Dan- Air parent to sell cleaning unit 


By Charles Leadbeater in London 


DAVIES & NEWMAN Holdings, 
the parent of Dan-Air. the trou- 
bled charter airlin e, yesterday 
put its aircraft maintenance busi- 
ness up for sale in an effort to 
bait foe slide in its finances. 

The sale of foe maintenance 
activities, which had a turnover 
of about £50m ($94m) last year, 
has been forced upon Davies & 
Newman because long-running 
talks aimed at finding a partner 
for Dan-Air have yet to bear fruit. 

Davies A Newman’s shares fell 
by about a third to dose at I90p, 
in extremely thin trading. 

Baring Brothers, the compa- 
ny’s merchant bankers, said yes- 
terday that foe sale of foe main- 
tenance division had attracted 
interest from airlines and engi- 
neering companies in the UK and 
foe US. 

It is tho u ght foe sale of foe 
business - which employs 1,600 


people at Gatwick and Manches- 
ter airports - and a special site 
at Lasham in Hampshire could 
raise about £25m. The main 
attraction is D&N*s modem facili- 
ties at Gatwick, where opportuni- 
ties for new entrants are limited. 
The maintenance activities at 
Machester should also benefit 
from foe forecast growth in traf- 
fic at regional airports. 

Aircraft overhaul is becoming 
an increasingly popular business, 
both for airlines keen to expand 
their own maintenance activities 
and engineering groups with spe- 
cialist divisions. 

Rising worldwide demand for 
air travel is expected to offer 
companies with aircraft mainte- 
nance activities some insulation 
against slowing growth in con- 
sumer. automotive and construc- 
tion markets. 

The maintenance industry is 


becoming increasingly interna- 
tionalised as airlines demand 
similar standards throughout the 
world. 

The sale reflects foe parlous 
state of Dan-Air, the UK's second- 
largest charter airline, which is 
thought to be making heavy 
losses. It has been squeezed 
between faffing demand for char- 
ter holidays and rising fuel costs. 

The airline's poor performance 
forced Davies & Newman into a 
pre-tax loss of £3J4m last year, 
against a profit of £9B2m in 1988. 
The group’s interim results next 
month are expected to disclose 
that the airiinp business has suf- 
fered a further deterioration this 
year. 

It is thought that American 
Airlines and Delta, the US carri- 
ers. and All Nippon Airways of 
Japan are among the contenders 
to buy a stake in Dan- Air. 


FIDELITY’S PERFORMANCE EDGE 


The vision 
to see further. 
The resources 
to look closer. 

To achieve Investment success in today’s fast-moving 
markets requires global perspective. Demands local expertise. 
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The Toyo Trust & Banking Company, limited 


The English version of the Annual Report 
and Accounts for the year to 
31st March, 1990 have been published 
and may be obtained from: 



The Toyo Bust & Banking Company, Limited 
Budderabuiy House 
83 Cannon Street 
London EC4N 8AJ 


de Zoete & Bevan limited 
Ebbgate House 
2 Swan Lane 
London EC4R 3TS 
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Koor Industries 
reports first-half 
losses of Shk71m 


Changes in the air for Munters 


Andrew Baxter on the marketing plans of a top Swedish company 


V olvo, SaabScama, Elec- 
trolux, Ericsson, Mun- 
ters. . . Munters? The 
name seems out of place in 
such exalted company, and is 
unlikely to ring' many bells 
outside Sweden - except, per- 
haps, for students of the world 
dehumidification equipment 
market 

While its larger compatriots 
carve up world fields with 
their megadeals, Munters 
ploughs a narrower furrow. 

A classic example of the 
Scandinavian fascination for 
business “niches,” Munters is 
an environmental technology 
concern with SO per of the 
world market for desiccant 
dehumi cutlers used by a vari- 
ety of industries. 

It holds its products in hig h 
regard: a glance through a 
recent annual report reveals 
such en tiring sub-headings as 
“The magic of evaporative 
cooling." But its market domi- 
nance has brought deep-seated 
problems. Now Asea, Swedish 
partner In the Asea Brown 
Baveri engineering gro u p and 
the new owner of Munters, 
wants them sorted out 
The person chosen for a key 
rale In reviving Munters Is Mr 
Robin Howe, who since 1987 
has been managing director of 
Munters in the UK. Mr Howe, a 
42-year-old Briton, was earlier 
this year elected group vice 
president of file parent com- 
pany, with worldwide responsi- 
bility for ItS lifthiiwiHIHratfnn 

equipment business. This 
accounts for just over half the 
sales total, which reached 
SKrLI4bn ($19Tm) last year. 

Mr Howe was no novice to 
Swedish industry when he 
joined Munters, having spent 
seven years in Sweden working 
for Hugin, the cash register 
company which was taken 
over by Electrolux in 1960 (and 
sold three years later) and then 
for a specialist subsidiary 


By Hugh Came gy In Jerusalem 




IMPORTANT ANNOUNCEMENT 
FOR BUSINESS BOOK READERS 
AND ADVERTISERS 


The FT Review 
of Business Books 


WILL APPEAR AS A SPECI AL TABLOID 
SUPPLEMENT WITHIN THE 
FINANCIAL TIMES ON 


FRIDAY 

28th SEPTEMBER 


This replaces the FT Review of Business Bodes 
previously scheduled for Friday 21 st September. 


ORDER YOUR COPY NOW! 


FOR FULL DETAILS PLEASE TELEPHONE 
WAI-FUNG CHEUNG ON 071-407 5758 


KOOR Industries, the trade 
union-owned Israeli group bur- 
dened by debts, yesterday 
reported inflation-adjusted 
first-half losses of Shk7lm 
($33m), a sharp Improvement 
on the same period In 1989, but 
enouah to niush shareholders’ 
equity ShklSm into the red, 
the first time Koor has shown 
a capital deficit. 

Koor «aj j d it h«i made signif- 
icant advances in the first six 
months of the year, showing 
an operating profit of Sh k lOSm, 
up by more than four times. 

Net losses in the previous 
period were ShklSSm. Sales, at 
Shk2.4m, were down 3J> per 
cent, reflecting continued con- 
traction by the group. But pro- 
ductivity rose, with sales per 
employee rising 5J> per cent. 

However, file group contin- 
ued to be dragged down by 
loss-making n»ttw awH the lack 
of a king-delayed restructuring 
of its $l-2bn debts. Tadiran, 
Koor’s biggest subsidiary, 
accounted for ShkS4m of the 
group net loss, and operating 


losses of Shk24m at Soltam 
prevented stronger results at 
the operating leveL 

Koor, which has not made 
any repayments on group 
debts since the end of last year, 
is dependent on a complex 
restructuring deal for its sur- 
vival This still has to be 
agreed between its Israeli and 
foreign creditors, its trade 
union owners and tha r» re«»i i 
Government. The deal, being 
formed for months, is meant to 
reduce Koor’s debts to 3650m. ' 

“Koor is on the line to recov- 
ery - except for the restruct- 
uring agreement.” Mr Gaon 
said last night. He cited an 
emerging upturn In the Israeli 
food and construction sectors, 
on the back of large-scale 
immigration by Soviet Jews, as 
an additional source of opti- 
mism. 

But the neg ativ e equity capi- 
tal position - compared with a 
positive ShkSOSm a year ago - 
and an excess of curort liabili- 
ties over assets of SMrssdm 
illustrates Boor's predicament. 


HLF pre-tax profits 
slip 1.3% to S$25.5m 


By Joyce Quek in Singapore 


£5,500,000 

HMC MORTGAGE ASSETS 
102 PLC 

Class B 


MB 


due March 2021 
For the Interest Period Item 
September 14, 1990 to December 14, 
1990 the Note Rate has been deter- 
mined at 15.8375% per annum. The 
Interest payable on the relevant in- 
terest payment data, December 14, 
1990 wfl be E3.94&53 per £100.000 
nominal amount. 

By; UteCbna Stufeattaa Bank. PUL 
Iflota.AgartBMk 
September 18, 1990 


BUSINESS 


SOFTWARE 


Business software 
advertising appears 
every Saturday in the 
WEEKEND FT. 


For advertisement details 
please telephone 
Claire Hughs 
ou 071-873 3658 


HONG Leong Finance (HLF), 
Singapore's largest finance 
company, saw profits dip at the 
halfway mark, following a 
decline at its subsidiary Singa- 
pore Finance and additional 
provisions fear doubtful debts. 

HLF Hngm w Finance 
provided a further S94.8m 
(US$2.7m) and S 32.2m for 
doubtful debts respectively. 

HLF* s group income rose 27 
per cent to S$99.&n fix' the six 
months to June, but It saw 
group pre-tax profits slip 1.3 


per cent to S325£m. 

A doubling of investment 
and other income to S$L79m 
did not prevent attributable 
profits from foiling 64 per cent 
to StlSjBL 

Singapore Finance’s income 
leapt 3<L5 per cent but pre-tax 
pro fi ts fell 7 per cent to S36.7m. 

Hong Leong believes the out- 
look in the second half may be 
affected by the Gulf crisis, but 
its directors are confident that 
the year’s results wfll be satis-. 

factory. 


SGS proposes to split all stock 


SOCIETE Gdndrale de 
Surveillance Holding (SGS), 
the Swiss inspection services 
group, said its board would 
propose a split of all its shares 
and dividend rights certificates 
aimed at improving their 
liquidity, AP-DJ reports. 


The company said the deci- 
sion was taken in connection 
with its previously announced 
ca p i t al restructuring plan. 

SGS said Us first- half net 
profit increased IS per cent 
over the same period a year 
ago. 
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has acquired 


Philips Industries Inc 


The undersigned acted as U. S. financial advisor to 
Tomkins PLC in this transaction. 


Lehman Brothers 



Robin Howe: playing a key role in r evi v ing the company 


which was bought by Ericsson 
in 1981. 

Mr Howe ran the unit, which 
made retail automation 
systems for the oil industry, 
from 1982 to 1988 before return- 
ing home. Mr Howe admires 
the way the two big Swedish 
companies have changed over 
the years. 

“I used to think Elec trolux 
and Ericsson were as different 
as companies could be," he 
said. “Electrolux was market- 
ing-led, «nH Ericsson had its 
strong base In engineering, but 
both, have succeeded in moving 
into the middle ground.” 

On a small er scale, he now 
has to help effect a similar 
transformation of Munters' 
dpInmiMiftwrfinti business. Mr 
Howe is disarmingly frank 
about the company he Joined 
in 1987: “It was like going back 
into medieval times. One had 


to learn to sell by the kilogram 
and not the byte.” He was dis- 
tressed, too, by the compla- 
cency of a company protected 
by a slew of patents, and 
derided that Munters UK had 
to learn to love Its cu s to m ers 
a bit more than its products.” 

It was, perhaps, natural for 
Munters to be so product-ori- 
ented, given that its founder, 
Mr Carl Munters, was also an 
inventor, whose discoveries 
formed the basis for many of 
the company’s products. Mr 
Munters died last year, aged 
92. 

By the time Mr Howe joined 
Munters UK It was suffering 
from the problems of success. 
After enjoying strong growth 
in the 1978s and Gariy 1980s, 
the company began to take its 
technology-led market superi- 
ority and customers for 
granted. Local management 


had also developed their prod- - 
net line In isolation front; . , ^ 

parent company. 

was not a happy time to 
start with file company - A^ ^ 
70,000 sq ft factory at Hunting- . . , 

don had been built on the mjfe 
tykgn assumption that growth; W£.\ : 
in the industrial market would 
be sharp, but half the staff had-rvry 
to be laid off within a month ci 
tbe official opening carried. ^ . 
out by Mr Cecil Parkinson';^- 
then Trade and Industry Sens- ro- 
tary, in September 1387. ^ 

To address the problems, w ;■«*>. 
Howe introduced strict dlrec^^r; 
tional marketing, focusing 
companies in key industrias;.:?: y | ' 
backed by a vigorous: 
product programme. 

Productivity at the comp*. • : . £ 
ny*s Huntingdon plant and^sEr 
product quality improve*. 
while joint research & develop- ^ fyS 
ment programmes w ith ‘the T%r, , 
PATynt compan y we re encomv^ t -^‘ - : 
aged to end the UK's isolation. 

Three years later, the reton^?f.' 
on capital at Munters UK ha 
returned to mid-1980s levelr^;^? 
ami it has become a linchpin la- 'f&j 
the parent company’s pre-l§9&_^ WA 
planning. Mr Howe described- 
the company as “profitable and 
expanding.” r. . 

In contrast, the rest of Mun^if^’ 
tors' worldwide dehumidified 


tirm business is ”profitable ; hht ^.'^ 
stagnant.” Munters group pro- 
tax profits after financial items 1 ~ 


plunged to SKrl6m test.iyear^r^f 

£ n t— tnoa 


from SKr65-7m in 1988, bul>.0££' 
expected to recover to between^- >. 
SKiSOm and SKr4Qm fins year. 1 -v f .{£■. 
Last month saw the start.Qfv^% 


a programme to adopt .the > 
same approach worldwide/^ 


with the UK as a role modeled 
The move reflects the influence^ 


of Asea, winch acquired Mtuh 

i jk, mrw <n.« - -ir; 


ters via its SKriLSbn takeover \±v 
of Incentive, the Swedish 
ing company, fins year. State ■ 
then, said Mr Howe, ABB hadvW r 
asked Incentive “to inquire 
themselves why they exist” y 


AHP in joint venture for experimental AIDS vaccine 


AMERICAN Home Products, the large US 
conglomerate which has been concentrat- 
ing increasingly on its pharmaceuticals 
operations, yesterday announced it was 
moving into the anti-AIDS field, writes 
Nikki Tait in New York. It has entered an 
agree m e n t with MicroGeneSys, a private 
company based in Connecticut 
This represents AHP’s first direct 
involvement with a product aimed at com- 
bating Acquired Immune Deficiency Syn- 
drome, although the company said yester- 


day that some of its research was directed 
to this end. 

AHP has agreed to develop jointly 
MicroGeneSys’ anti-AIDS product, VaxSyn 
HIV-L This is an experimental vaccine 
which Is undergoing mnlticentre eHidrefl 
trials, both as a therapeutic for AIDS 
patients and as a vaccine to prevent the 
development of AIDS. The agreement pro- 
vides for MicroGeneSys to receive bench- 
mark payments from AHP race clinical 
and regulatory milestones are reached. 



AHP has also taken a minority stake ra * ,, - 
Microgenesys, but declined to specify 
size of the stake or to discuss further 
details of the agreement . .. . 

According to Mr Viren Mehta, analyst a 
Mehta & Islay, MicroGeneSys was one, Of : 
file first companies to start efforts to pro* 1 
dace an anti-AIDS vaccine and is Intfce-.;# 
park landing , the devriopmesit of the posod- •«£. ’ 


Analysts believe the development of a 
viable vaccine is three to five years away. 


This announcement appears as a matter of record only. 
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trafor merger with Facom 
ill lead to diversification 



By George Graham in Paris 
the French office 

p-S-m ssatss 

s„r^. housht a “■* ^ 

^operation, which will 
SSf thpou Bb the absorp- 
of Facom by Financifere 
™* or - the strafor holding 
company, will create a group 
2S. a market capitalisation of 
Eii* ■ tS960m> at current mar- 


pe? ,^ xpecte ^ to reach about 
FFr400m in 1990 on « H i»q 0 f 
FFrlObn. 

ft will represent a major 
diversification for Strafor. 
which over the past 18 months 
has embarked on a heavy 
acquisitions programme with 
the aim of reducing its depen- 
dence on office furniture. 

It has continued to expand in 


this sector, with acquisitions 
such as Bruno Banese, the Ital- 
ian desk accessory company; 
Artlfort, the Dutch - chair 


the leading UK manufacturer. 
However, agreements with its 
partner Steelcase, the US office 
fimiiture company, restrict its 
activities in the sector to 
Europe. 

Facom, too, has been 
expanding, and earlier this 
year bought Britool, the hand 
tools division of James Neill 
Holdings, for £l2m ($22.?m). Its 
family shareholders, however, 
had been seeking to disengage 
from the business, and Facom 
had come into the sights of 
groups such as Stanley, Sand- 
vik and, in particular, Bahco, 
which took a 6.5 per cent stake. 

Strafor bought 165 per cent 
of Facom in May, paying the 


family shareholders about 
FFrSOOm for the stake. 

The merger operation, on 
which Strafor and Facom have 


wvvjj Huviavu uy ulcuil uuui* 

mertdal de France, will involve 
first s pinning off the 
activities of Facom into a new 
subsidiary and then absorbing 
the Facom holding company 
into Financiere Strafor 
through the exchange of 13 
Strafor shares for 10 Facom. 


VTLU * 

be renamed Strafor-Facom. 

This will require a two-thirds 
majority at extraordinary 
shareholders' meetings, likely 
to take place at the end of 
November. 

Facom’s management will 
remain unchanged, and Mr 
Henri Lachroann, chairman of 
Strafor, will head the new 
group. 


Rossignol set for golf purchase 


By George Graham 

ROSSIGNOL, the world's 
largest ski maker, is on the 
point of completing its prom- 
ised diversification outside its 
main winter sports sector with 
the purchase of a US golf club 
manufacturer. 

The French group has signed 
a letter of intent to acquire 100 
per cent of Roger Cleveland 
Golf Company, a small maker 
of woods, irons and sand 
wedges which is 


Degussa buys 
pigments unit 

DEGUSSA, the chemlrala and 
metals group based in Frank- 
furt, has acquired a UK pig- 
ments manufacturing unit of 
state-controlled Rhone-Poulenc 
of France. The financial 
arrangements are not dis- 
closed. 

Degussa purchased the 
Manox Division of Manrhgm, 
which in tarn is a subsidiary of 
Rhdne-Poulenc’s RTZ Chemi- 
cals subsidiary. 

Manox produces iron blue 
pigments and potassium ferro- 
cyanide. The Manchester-based 
concern employs 70 tmH 
£6m (glim) of sales last year. 

Hie iron blue pigments will 
complement Degussa’a own. 


based near Los Angeles. 

Cleveland, which has sales of 
about $l0m a year, claims that 
more than a third of US Profes- 
sional Golf Association players 
have at least one Cleveland 
club in their hags. 

Rossignol, like its French 
counterpart Salomon, has been 
handicapped during two mild 
winters by its dependence on 
snow sports. It announced in 
July that it expected a net loss 


of FFi85m in the 12 months 
ending next March, following a 
loss of FFriLSm in 1989-90. 

Downhill skis. Rossignol’s 
main product line, accounted 
for 60 per cent of turnover last 
year, with ski boots (sold 
under the Lange name), 
cross-country skis and ski 
sticks making up a further 20 
per cent of sales. 

Tennis rackets account fox 
only 7 per cent of sales. 


Credit du Nord first-half 
profits advance by 50% 


CREDIT du Nord, the 
commercial banking subsidiary 
of France's Paribas group, has 
announced a SO per cent rise in 
first-half nee profits to 
FFr88.7m ($l6.9m), excluding 
minorities, writes George Gra- 
ham. 

The bank said the increase 
reflected both capital gains on 

asset sales and a satisfactory 
development of its business 
volume. Far the Ml year, it 
said it expected a significant 
increase over 1989*8 FFrlOSm. 

Total outstanding loans at 
the end of June stood at 
FFr74.7bn, 10 per cent higher 


than a year earlier, while cus- 
tomer deposits stood at 
FFtSiSbn. up 1ZS per cent 

Gross operating income rose 
by 6 per cent from the first half 
of 1989 to FFr623m, and subsid- 
iaries contributed to profits, 
with Basque Rhone- Alpes up 
at FFrlfon and Banque Tar- 
neaud stable at FFrl05m. 

Credit du Nord increased its 
net bad debt provisions by 12 
per cent to FFr439m in the first 
half. It raid this reflected nor- 
mal provisioning for commer- 
cial loans, since its sovereign 
debt risks, like those of its par- 
ent Paribas, are now insured. 


Usinor in 
takeover of 
Italian and 
US plants 

By William Dawkins . 

in Paris 

USINOR Sacilor, the world's 
second largest steelmaker, yes- 
terday announced the comple- 
tion of two takeovers, of 
Edgcomb, one of the biggest 
Independent steel merchants 
in the US, and BXateco, a small 
Italian distributor of special 
steels. 

Both purchases form part of 
Usinor Sacilor's strategy of 
to its downstream mar- 
keting and distribution activi- 
ties to move closer to the final 
steel user. 

This trend, also being fol- 
lowed by other big European 
steelmakers, has alarmed inde- 
pendent steel producers, which 
tear that their bigger competi- 
tors are baying some of their 
most valuable customers. 

Edgcomb, which is Usinor 
Sacilor's eighth US acquisition 
in two years, reported sales of 
$596m in 1989, on which it lost 
6125m. Of total sales, 45 per 
cent are in flat products such 
as steel plate, 25 per cent in 
stainless steel - In which sec- 
tor the French group recently 
bought the second largest pro- 
ducer in the US - with the 
remaining 30 per cent split 
between long products such as 

bar and Wire, awl almnlnlnm. 

Meteco has a L75bn (363m) 
turnover and supplies the Ital- 
ian car industry from its depot 
near Turin. It has six other 
steel distribution centres. In 
line with its nsual practice, 
Usinor Sacilor is not disdosing 
the prices of the purchases. 


Benetton names 
its new chief 

BENETTON Group, the Italian 
clothing firm, said that Mr 
Emilio Fossati, former manag- 
ing director of publisher 
Arnoldo Mondadori Editore, 
wiU be nominated as the com- 
pany's managing director, 
Reuter reports. 

Mr Fossati, 53, win assume 
the position at the end of Octo- 
ber. He replaces Mr Aldo Pal- 
meri, who resigned from 
Benetton earlier this year. 

The company said it expec- 
ted turnover in 1990 to rise to 
about L2,000bn ($L71bn) from 
Ll,660bn in 1989. 


INFORMATION 

CHALLENGING 


** In these turbulent times in the 
energy markets qualify information 
is at a premium. The Financial 
31 tries and the International Energy 
Agency bring you two vital sources of 
information which will help you 
interpret these markets, 99 


FT ENERGY ECONOMIST 

An essential monthly 
newsletter giving you an 
overview of world energy 
news. With its regular market 
columns on oil, gas, coal and 
electricity. Energy Economist 
can help you chart the 
increasingly important 
shifting trend across the fuel 
markets. Its Market Report 
section comments on the 
principal energy market 
movements during the 
month, examining the major 
deals and pointing out their 
significance, while the World 
Status Report details on up- 
to-date views on a whole 
variety of energy trends and 
technology. Energy 
Economist is an invaluable 
guide (others© who are 
involved ^'framing energy 
strategies. . 


Available on' subscription 
\ E280 (UK) £308 (elsewhere)* 


IEA OIL MARKET REPORT 

Published monthly and 
available by fax. this N 
inf or 

*' f -x V.\ ■ 

. ♦ \ .1;. j • 

you at first-ft&nd the basic \ 

"V t 

elements of tffe ofl'fharJ«efc-r \ 
demand, supply, stocks and' 
prices. Each monthit/ - r 
presents the latest view 
available of the world oil 
balance. The report analyses 
quarterly demand for OECD 
regions and for developing 
countries. Data on the past 
month is complemented by 
estimates for current and 
coming months, making the 
report a vital source of 
information. The Oil Market 
Report is an indispensable 
tool for analysts and traders 
in tracking world oil market 
developments. 


Annual subscription US $468 
(UK) US $504 (elsewhere)* 


Ensure you have the edge on market information and request 
your sample copies of these respected newsletters today. 

For your sample copy for either of the above publications call 
071-240 9391 ext 250 or write to: 

Marketing Depar t men t (OM) (EE) 

Financial Times 
Tower House 
Southampton Street 
London WC2E 7HA 
Fax: 071-240 7946 

• Ovosaos rate nduflas atr-epooded deAvory and b poyatria In any imemrtonai currency converted at amM rates. 


Hungary looks for new owners 

Plans are in train for the sale of state assets, writes Nicholas Denton 

T te fundamental flaw in agency, was the test case or agement help to fulfil their Bids are expected by October 
the Hungarian ©con ; privatisation. In June more potential. The lucrative hotel and the choice of the winner, 
©my, say poncy-BMiaS; tha n a third at the com nan v and tourism comnanles are the arhioh will laad.mnuntw the 


T he fundamental flaw in 
the Hungarian ecoa 
omy, say poHcy- cmhecs. 
is that there are no real' own 
ers. Ultimately the solution is 
to transfer the bulk of state 
assets - 90 per cent of the 
economy - to theprivate sec- 
tor. 

That will take tune: five 
years, going by government 
targets. Meanwhile the state 
must reassert its rights over its 
own property so It can conduct 
privatisation as it wishes. 

Last week the State Property 
Agency (SPA), the government 
body which holds the title to 
state property and oversees 
privatisation, took the first 
step. The agency launched the 
sale of 20 state-owned enter- 
prises (SOEs) in the first active 
privatisation programme. 

For the first time the method 
and the goal of the process will 
be determined by the state. "It 
is really the owner who has to 
dedde on the future of its own 
property ," Mr Karoly Szabo. 
deputy director of the SPA, 
said yesterday. 

Most privatisation until now 
- involving 5 per cent of state 
property - has been “sponta- 
neous," initiated by SOE man. 
agers, who retain the latitude 
given under earlier reforms In 
an attempt to build market 
socialism. It has resulted in 
dilution of the . state stake 
rather than its diminution. 

While spontaneous privatisa- 
tion will continue, the hope is 
that controlled privatisation 
can set the general pattern and 
alone transfer yearly 5 to 8 per 
cent of state property to the 
private sector. The first pro- 
gramme begins with 1 per cent 
comprising 20 companies, the 
three most prominent of which 
are Ibusz, Hungarhotels and 
Richter Gedeon. 

Ibusz, the national travel 


agency, was the test case of 
privatisation. In June more 
tha n - a third of the company 
was publicly sold and the 
shares listed on the Budapest 
and Vienna stock exchange 
The issue was 23 times over- 
subscribed and the shares cur- 
rently trade at a 60 per cent 
premium on the issue price of 
4£00 forints, valuing the whole 
company at $l50m. 

Hungarhotels, the country's 
largest hotel chain, has already 
been sold once. Quintus, a 
Swedish-Dutch investment 
group, took a 50 per cent stake 
for Ft5.7bn {890m) late last 
year but the sale was cancelled 
for technical reasons. Hungar- 
hotels’ FtSbn debt is the 
motive for its managers' enthu- 
siasm for privatisation. 

Richter Gedeon, also known 
as Eobanya Pharmaceuticals, 
has ambitions to become the 
largest pharmaceuticals com- 
pany in eastern Europe. 

Three main means of privati- 
sation will be used: the public 
offering of shares on stock 
exchanges; competitive bid- 
ding; and employee share own- 
ership programmes (ESOPs). 
Generally, private placement 
will be preferred and foreign 
investment given the largest 
amount .of free icon in the case 
of manufacturing companies 

which need technical and man . 


agement help to fulfil their 
potential. The lucrative hotel 
and tourism companies are the 
most likely candidates for a 
substantial public offering. 

Mr Lajos Csepi, managing 
director of the SPA, held open 
the possibility of listings on 
non-Hungarian exchanges 
despite criticism by some min- 
isters and MPs of the flotation 
of Ibusz In Vienna. 

ft would be a “business deci- 
sion,” he said, to be taken by 
the SPA and not by the Gov- 
ernment But he admitted that 
“probably we will not be brave 
enough to go to a foreign stock 
exchange." 

T he Budapest Stock 
Exchange, opened in 
June, is too new to cope 
with many new Issues and 
ESOPs will be limited to 
between 5 and 15 per cent of 
the shares. So competitive ten- 
ders. open or by invitation, are 
likely to predominate in the 
first wave of sales. 

The SPA, like other institu- 
tions, will find it difficult to 
manage the prospective vol- 
ume of transactions alone. The 
agency's answer is to privatise 
the privatisation; it, as the 
owner, has set the guidelines 
but invited tenders for advisers 
on the details of individual 
sales. 


Bids are expected by October 
and the choice of the winner, 
which will lead-manage the 
privatisation, will be made in 
November. 

Another reason for hiring 
consultants is to put as much 
distance as possible between 
politics and privatisation. 
Objective outsiders, it is hoped, 
will be less vulnerable targets 
of criticism. “We would like to 
separate privatisation and poli- 
tics but in the end you can 
never do it entirely,” Mr Szabo 
said. 

Whatever problems are 
encountered in the first priva- 
tisation programme, those in 
the succeeding ones will be 
greater. The 20 companies in 
the first wave were selected for 
the willingness of management 
to co-operate, their readiness 
for privatisation and their 
attractiveness to investors. 

The next batch, probably to 
be gathered together in Decem- 
ber, will be much more prob- 
lematic. It will include many 
SOEs which need thorough 
restructuring, which means 
lay-offs at a time of rising 
unemployment. Well-known 
large industrial companies 
such as Ikarus, the bus manu- 
facturer, are worth much less 
than the public thinks and so 
complaints about cheap sales 
will be more intense. 


Company 


THE TOP COMPANIES DUE FOR PRIVATISATION 

Sector Foreign Equity Assets Turn 


Richter Oatfaon ' 
Hungarhotels 
MEH Trust 
Pannonia 

namddna 

Paononplaal 
Canfrum Dept Storm 

20 ottier companies 


Tourism 

Drugs 

Hotels 

Scrap recycling 

Hotels 

Hotels 

Ptestlcs 

RetaS 


Foreign Equity 

Inv. limit (%) (Sm) 

Assets 

(Sm) 

Turnover 

(5m) 

Pre-tax 
proBt ($m) 

None 

24 

36 

167 

19 

S3 

139 

291 

280 

16 

90 

55 

182 

125 

IS 

Nona 

34 

63 

148 

14 

30 

48 

103 

87 

10 

50 

41 

in 

65 

9 

None 

37 

69 

91 

7 

30 

45 

507 

87 

1123 

310 

1431 

7 

92 


1 c onm f a at ROD -51 


Snecma doubles earnings but warns on future 


By Wlffiam Dawktns in Paris 

SNECMA, the French 
stateowned maker of aircraft 
engines, yesterday reported 
more than doubled net profits 
for the first half of the year 
but warned that the outlook 
for military remained 
poor. 

Net pro fit s rose to FFrffim 
($lL6m) in the six months .to 
June, from FFr2Sm in the first 


half of last year, on sales up by 
16 per cent to FFr63.hu. 

The group made its first 
profit for three years last year, 
thawta to the st ren g th of the 
civil aircraft industry, where 
its best selling product is the 
GFM5&5C PW ghK*, iparin with 
Ge neral Electric of the US for 
aircraft wanirfarfu rwn Airbus 
Industrie and Boeing. 


Snecma has raised its expo- 
sure to non-military markets in 
recent years, so that engines 
for civil aircraft now take 75 
per cent of its order book, with 
the rest devoted to defence cus- 
tomers, the exact revprse of the 
sitnation 10 years ago. 

The order book currently 
stands at just over 
FFr35bn, representing about 


three years* production. 

However, the group warned 
that the outlook for the rest of 
the year was marked “by an 
unfavourable economic envi- 
ronment for military sales." It 
also warned that results would 
be affected by the fall in the 
value of the dollar, in which 60 
per cent of Snecma’s sales are 
made. 


.. The shareholders of 

LINDAVIA-FRUCHTSAFT AG 

iindau 


have sold 

share capital In excess of 75 % to 


HERO GmbH & Co. KG 
Linda a 


a subsidiary of 

HERO CONSERVEN LENZBURG 

Lenzburg. Switzerland 


The undersigned acted as adviser to the 
shareholders ofLINDAVIA-Fruchtsaft AG. 

BAYER1SCHE VEREINSRANK 

AktlengeseDschaft 
- Mergers & Acquisitions - 


MAXWELL COMMUNICATION 
CORPORATION PLC 

London 

has sold 

100 % of the share capital of 

DELPHIN VERLAG GMBH 

Munich 


kOlner verlagsgmjppe 

Cologne 


The undersigned acted as adviser to 
Maxwell Com m un ic ation Corporation pic. 

BAYERISCHE VEREINSRANK 

Aktie n gese ILsc h aft 
- Mergers & Acquisitions - 


ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA LIMITED 

acquired 

through Its affiliated company 

Gr&nit Industrie-Holding GmbH 
MOncties 

an interest in 

DEUTSCHE STEININDUSTRIE AG 

LantertaL 


The undersigned acted as adviser to 
Anglo American Corporation of South Africa Limited. 

BAYERISCHE VEREINSRANK 

Aktlengesellschaft 
- Mergers & Acquisitions - 


The shareholders of 
the company group 

MICHAEL ROSENMtTLLER 
GMBH & CO. KG 

M&uchen 


have sold 

100 % of the share capital 


INTERNATIONAL SERVICE GROUP 


The undersigned acted as adviser to the shareholders 
of Michael Rosenmuller GmbH & Co. KG. 

BAYERISCHE VEREINSRANK 

Aktie ngesellsch aft 
— Mergers & Acquisitions - 
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Troubles at Nigerian bank 


spark concerns over policy 


By William Keeling in Lagos 


THE Nigerian monetary 
authorities are Increasingly 
concerned at problems posed 
by the troubled National Bank 
of Nigeria (NBN), the oldest 
indigenous bank in the coun- 
try. 

It is understood that a group 
of banks Conned to assist in the 
handling of NBN has warned 
of a possible run on the bank- 
ing system in the event of NBN 
being declared bankrupt It has 
advised the authorities that 
the failure of NBN would bring 
into question federal govern- 
ment policy on banking. 

NBN is owned through Odna 
Investment Company by the 
three Nigerian state govern- 
ments of Ogun, Oyo and Ondo. 
It has been expelled from the 
country’s banking clearing 
house and from the foreign 
exchange market. 

It is one of five Nigerian 
banks to have a branch in Lon- 
don. Under International agree- 
ments between central hanks, 
the London branch is the 
responsibility of the Nigerian 
Central Bank. 

Analysts believe that the 
branch may hold additional 
debts which are as yet undis- 
closed. It is not known whether 
correspondent banks, which 
include Midland and National 
Westminster, still maintain 
linen of credit with NBN. 


The advisory group of banks 
is believed to have warned that 
although most MUTO liabilities 
are immediately due, in the 
short term little can be realised 
from the bank’s assets, liquid 
assets are less than total depos- 
its and the liquidity ratio is far 
below the statutory m i nim um 
of 30 per cent for this class of 
bank. 

In 1989 NBN declared a profit 
before exceptional items of 
Naira 12m (US$L5m). The los s 
on exceptional items, however, 
was N217m. 

An analysis of NUN’S depos- 
its in June indicated that more 
than 80 per cent were insured 
by the Nigeria Deposit Insur- 
ance Corporation (NDIO- Ana- 
lysts estimate that the liability 
of NDIC - an organisation cre- 
ated two years ago to insure 
bank deposits of up to N50.000 
- could be as high as NLlbn 
in the event of NSNs bank- 
ruptcy. 

The group estimates that 
NBN requires Nlbn in emer- 
gency funding. The new funds 
are needed to cover a NDIC 
facility under which an 
amount of N450m Is due, in 
addition to an overdraft at the 
central hank of NIOtan and an 
anticipated withdrawal of 
N50Qm or 60 per cent of total 
jp pnrifai if the bank resumes 
general business. 


This is more than the total 
assets of NDIC which were 
given in Us 1989 «rmm\ report 
as N463 ul- The total loss to 
NDIC and the Central Bank 
would be approximately 
-NLShn. 

The group of banks is 
believed to recommend that 
the NDIC facility and Central 
Bank overdraft should be 
restructured into an 18-month 
bridging loan and that a syndi- 
cated working capital credit 
line of N259m should be raised 
by the basks from the money 
marke t based on a guarantee 
by the NDIC and Central Bank. 
This would leave the group to 
raise a NIOOm bridging facility. 

The NDIC has warned that 
its establishment "signalled a 
change in government bank 
support policy. Government is 
no longer prepared to play a 
direct role in the financial sup- 
port of insolvent banks.” 

The Government will have to 
take into consideration, how- 
ever, that although NBN may 
be the bank in the most critical 
condition there are others 
which are similarly strapped. 
NBN is one of 20 state-owned 

HimmMTiiil Hanfco awl in its 

1989 annual report NDIC esti- 
mated that 64 per cent of the 
loans and advances of the 
state-owned banks were uncol- 
lectable. 


Do mini on 
Mining net 
leaps 273% 
to A$34m 


By Broca Jacques 
in Sydney 


DOMINION Mining has 
fffawwpgfl itself as one of the 
ffH iH T}i || E giants of Australian 
gold production with a big rise 
in Mnrfnp against the Indus- 
try trend in the June year. 

Dominion raised net earn- 
ings by 273 per cent to 
A$34.19m (US$28m) from 
A$9.17m on a 242 per cent rise 
in revenues to A$234m from 
Af6&4m. 

Dominion l i«« doubled the 
annual dividend to 4 cents 
from 2 cents a share on 
increased capital following 
last year's hard-fought take- 
over of the rival Whim Creek 
group. 

The takeover helped to lift 

annual gold production to 
S42,095oz from 97,55702, estab- 
lishing the group the 

top Australian gidd producers. 

Mr Peter Joseph, chairman, 
said the company had cash 
reserves of more than A$65m 
and had sold forward 
770,000os of gold at an average 
price of mare than A9S00 an ok. 

“While the result was satis- 
factory, g iven the tough and 
volatile conditions in the 
Industry, significant chal- 
lenges for the company lie 
ahead,** Mr Joseph said. 


Embattled Sappi in midway decline 


By Philip GawHh in Johannesburg 


SAPPI, South Africa’s largest 
pulp and paper manufacture 1 , 
reported a decline in both turn- 
over and earnings in 
months to the and of August 
following a series erf labour and 
production difficulties and 
weaker prices tor its products. 

Turnover declined 5 per cent 
to RL3bn ($50&n) from Rlinm 
while pre-tax Income was 44 
per cent down at Rtaa_fim from 
R326.8m. 

Mr Eugene van As, chief 
executive, said the poor perfor- 
mance was a combination of 
foreseen and unforeseen cir- 
cumstances. 

Foreseen were the continu- 
ing decline in dollar prices Far 
Sappi’8 products, the strong 


rand-doDar exchange rate, a 
high Interest bill and weak 
d om estic trading conditions. 

On the basis of these factors, 
Sappi managers bad predicted 
a decline in Interim earnings. 
Production problems, however, 
considerably aggravated mat- 
ters, accounting for more than 
half the drop in earnings. Most 
damaging were a series of 
industrial relations problems 
including strikes at Ngodwana 
and Enstra which lasted for 
nine and 11 weeks respectively 
and severe labour disruptions 
at two Novobord plants. 

Making matters worse were 
st a tut o ry boiler inspections at 
the Nogod wana and Tugela 
mills which reduced available 


export volumes and a tempo* 
rary restriction in bitched 
pulp output at Ngod wana 
while ♦bo expanded plant was 
being refitted. . 

Better news came in the 
form of the acquisition of five 
paper mills In toe United King- 
dom, c urren tly being consoli- 
dated into a single business. 

Mr van As said the new UK 
operations were expected to 
start contributing to profits 


kets to remain depressed* Jttv 
not to deteriorate further, 5 
while no material change. -wag , 
expected in internatlODal ttaE&f 


major role in the groups 
future growth. Sappi also 
stand s to benefit from export 
incentives announced by the 
Government in April. 

Looking ahaad, Mr ran As 
said he expec te d domestic mar- 


hs, . V <\ 

Sappi exports 4 4 per c ent al 
its turnover, so if evente to.tha;' 
Gulf were to precipitate 
world economic downturn -fife- 1 
company would be vuteecOte”; 

Although tight condit&nkjh^ 
the second half are expectedTo.v 
see earnings below the 
level, management- e xpfec El 
t frgw, to be fflgniflraaUy 
than In the first half. - 
Tea rn in g s per share were 44 
per cent lower at 181 cents ; 
compared with 323 cente, hufc 
the dividend was m ainta t ao d- 
at 80 cents per share. 




ASM takes stake in Malaysian broker 


By Llm Slang Hoon in Kuala Lumpur 


AMALGAMATED Steel Mills 
(ASM), one of the largest 
Malaysian industrial groups, 
has agreed to buy a stake in 
Klan g Securities, a small stock- 
broking company. At the gama 
time three other brokerages 
are seeking listings in the 
Kuala Lumpur Stock Exchange 
(ELSE). 

The deal, as well as the pro- 
posed listings, is among the 
first signs of a response to offi- 
cial policy changes directed at 
the brokerage industry. 

The charges follow govern- 


ment demands on the vr.<!F. to 
expand its business and attract 
new Matings, especially from 
privatised co mp a nie s. 

Under the brokerage 
reforms, introduced officially 
last June, a broking company 
is required to raise its mini- 
mum capital share fr om upw 
to M$20m (US$7.4m) if it is to 
retain its licence. 

The Ministry of Finance pre- 
viously hutiwfad that all { hn 53 

brokers comply, but later 
relaxed the capital rule by 
staggering the capital restroct- 
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Real estate expertise. Is the answer to do-it-yourself? 


The current economic climate has brought Increasing pressure 
on many organisations to cut operational costs, creating a dilemma 
over the management of their real estate activities. 

Is it more cost-effldent to use in-house expertise or to Invest 
in external advice? 

The Healey a Baker view Is that there are clear and 
complementary roles for both. 

Obviously, strong In-house teams have first-hand experience 
of their own business, while independents can contribute specialist 
knowledge, professional contacts and complete objectivity. 

To quote James Hollington: ‘Many organisations are investing in 
In-house resource and we welcome this growing acknowledgement 
of the Importance of real estate. But this very Importance demands 
market knowledge and experience of the highest level. At Healey 
0 Baker, we feel we are uniquely equipped to provide our clients 
with both, to help them Improve their cost-effldencyf 

To find out more, contact James Hollington at 29 St. George 
Street, Hanover Square, London W1A 3BG or by telephone on 
t-44 71 629 9292. The Healey S Baker view could dramatically 
change the way you look at real estate. 


HEALEY& BAKER 
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Tiring and by extending last 
June’s deadline for up to five 
years. 

Only five brokers, three of 
them bank-owned and one 
listed cm the exchange, meet 
the rule; most of the rest have 
under M$l0m each. 

The government directive 
mra ns that individuals who 
own the licences would be 
forced to take new partners or 
merge. 

The latter option is the least 
palatable because it entails for- 
feiting one or more licences. 


I- • ' 

while foreign equity partjgfoa^ 
tkm is not encouraged by 
Government _ ” 

This leaves the field open fo^ 
large companies, banks or ja^-^ 

He investors. ' . • 

After its acqouiulaii^^ 

ASM, which reported 198fr«9 
sales of nearly M$lbn, wifibwztr 
an 80 per cent equity stake-ih 
Klang Securities. • v f- . 

The three brokers seeft3ng/>'^ J 
Mating* are Khnara, TA Secart- ' 

Hm and Seremban Secu r i tie s.^.. 
They plan to raise up - tio^ 
M$100m throo^i the KIJ5K r y; 


SPC seU-off 


on despite 
Gulf tension 


By Joyce Quek 
in Singapore 


SINGAPORE Petroleum 
Conqmny (SPC) is the first of 
the country’s state-owned com- 
panies to seek a fisting since 
the Gulf crisis erupted. 

The third state-controlled 
group to be floated this year 
will raise S$37.Sm (U5f2L4m) 
from its public offer of 25 per 
cent of its share capital, open- 
ing today and closing on Octo- 
ber 8. 

Of the 80m 50 cent shares 
being offered at S3L25, 30m 
wDl be new shares. Fifty mil- 
lion will be from those held by 
Singapore Factory Develop- 
ment, a subsidiary of the DBS 
Bank group which controls 
62.7 per cent of SPG» 

. The other shareholders are 
Oceanic Petroleum (Asia) with 
3L3 per cent and G.Itois, the 
Japanese trading giant, with 6 
per cent. The net proceeds of 
Sf35J9m will be used partly to 
finance the construction of a 
S$46m on storage t erminal at 
Palau Sebarok, an island. 

The SPC group, Singapore's 
only domestic oD giant, com- 
prises nine companies engag- 
ing in oil refining, marketing 
and distribution, trading of 
erode and petroleum products, 
third party processing and 
tanker tratis por tanfiii, 

• Malaysia’s giant telecom- 
munications company, Syaxl- 
kat Telekom Malaysia, signed 
an agreement with 24 finan- 
cial institutions to underwrite 
Its public share issue In 
November. Arab-Malaysian 
Merchant Bank, the co unt ry’s 
largest merchant bank and 
lead manager of the deal, 
expec ts STM shares to com- 
mand a strong premium. 
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FINANC IAL T IMES 


Compagnie Rancaire 


5300.000. 000 
Floating rate notes 
due 1995. 

Initial Tranche 

5200.000. 000 


For the interest period! 

17 September 1990 to 17 
Decanter 1990 the notes will 
bear interest at M%X per 
annum Interest payable on 17 
December 1990 per S 100,000 
note wiU amount to £3,724.14. 


Agent: Morgan Guaranty 
Trust Company 


JPMorga a 


Notice to Holders of Shares with 
Warrants to Subscribe for 
New Shares in Wilrig AS 



(Incorporated and roistered (n Karuiaywiih limit rd liability) 


the terms of the Rights Issue of new shares hi 


. -- - — - — T — — kh new auares m ' 

the hoklera of shares with warrants attatiied (“Wanani , 

additional shares on 


may exercise the warrants to subscribe for aooinonai a 
October 2nd, 1990 on the following terms and conditions: 

J. Each warrant gives the right to subscribe for one new share. 


2 ' 


i^sMi^udd^: "■“™ ,cno,ocrs ^ Aeir 

3 - wishing to exereiae i^-arrants on October 2nd. 

tafUjl<rf NOK 127 


4 - 

finffliKSal you ending December 31st, 1990and thSSS r “ 

tdnr rhr> r prmc IcciMk nf >L« L 


- -^awiuiuiirereaiior. 


MIU, 177 V. 

asr.s ras e-^°a*33-.*s 

CWo, S^xmnbc ISth, 1990 Th. Bo.rf „f Dvcno,, of Wilri« AS 
Approved by County NcuWest Umiied 

fThe Securities Association 


a member 


Mortgage Securities 
(No. 2) PLC 


5250,000,000 


rate notes due 2028. 


Tor the interest period 14 
September 1990 to 14 December 


15.1175% per annum. Interest 
payable on 14 December JS90 wiU 

amount 10^3,769.02 per 

S 100,000.00 note. 


Agent: Morgan Guaranty 

Trust Company 


JPMorgaa 
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Gasnutetd Ffastiag fcae Nota 
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Today, a bank should be able to bring companies 
together— even when they’re oceans apart 


Gone are the days when the best opportunities to merge 
or divest were right on your doorstep. 

Today, many of these opportunities lie across borders. 
Even across oceans. 


ships in every important comer of the world. A bank like 
Bankers Trust 

Obviously we have first-hand, in-depth knowledge of 
the American corporate world. 

But our connections on the Continent are also extensive. 
And with our strong presence in Japan and Australia, we can 
bridge the Pacific as readily as the Atlantic. 

Our ability to advise on cross-border transactions is 
widely recognised. As are our skills at arranging the most 
intricate financing. 

Testerday, you might not have needed a bank that could 
cross oceans so easily. But that was yesterday. This is today. 


- — - w Him 


Y A i i 


To realise them, you’ll need a batik with solid relation- 


□ Banker sTrust Company 

Because today isn’t yesterday. 


LotuW- 1 Appold Street. Broadgate, London EC2A 2 HE Frankfurt Bockenheimer Landstrasse 39, P.O. Box 100345, 6000 Frankfurt/Main 1 

Madrid.- Paseo de la Castellana. 31 Madrid. ZS046 Milan: Via Turati, 16/18 20121 Milan Paris: 12-14 Rond-Point des Champs-Eysees, 75386 Paris. Cedex 08 
New York: 280 Park Avenue, New "fork, NY 1001 7 Tokyo: 2-1 , Marunouchi 2-chome, Chiyoda-Ku, Tokyo 100-91 Member of TSA 
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FT GUIDE TO WORLD CURRENCIES 


The table below gfves the | 


. 1990 . to some cases the fate b nominal. Market rates are toe average of buying and selling 

In some eases market rates have been calculated from those of foreign currencies to which they are tied. 


COUNTRY 

SSTG 

USB 

D-MARK 

YEN 

KIOTO 

Afgbanistro 

Albania 

Algeria 

(AfghanD 99.25 
(Lek) 13.2222 
(Dinar) I7J964 

52.1544 

3J716 

9.1415 

335021 

3.4505 

5.8722 

38.0998 

3.9240 

6.6780 

Andorra 

CFVFri V.9Z7S 
(Sp Peseta) 186.60 

54U67 

96.0557 

3-3510 

62.9873 

3.8109 

7L6314 


COUNTRY 


£ STB 


US 5 


D-MARK 


YEN 

ocioo 


COUNTRY 


£ S75 


USE 


D-MARK 


YEN 
(X 1001 


fM p|| 

Antigua 

Australia 

Austria 


(Kwanza) 
IE Can- » 
(Austral) 

(Ftarlo) 
(Aus$) 
CScfaUltag) 
(Port Escudo) 


57J73U 

5.15 

11185,95 

3.4144 

2.2925 

20.825 

26230 


29.9180 

2.7062 

5678.0609 

1.7942 

1.2046 

10.9432 

1372349 


193664 

1.7383 

3775.8481 

1.1525 

0.7738 

X0295 

883400 


22,0241 
1.9769 . 
4294.0307 
13107 
0.8800 
7.9942 
100.6909 


_ (Bahamas) 1.9030 

Bahntn (Ofara-I 0.7067 

Balearic Is CSgPcstUl 186.60 
(Tata) 66.20 
!B»tS> 33066 


1 03423 0.7305 

03713 0.2385 0.2712 

98.0557 62.9673 71.6314 

34.7871 223459 254126 

20160 3-2950 1.4727 


Belgium 


(BetgFr) 6080 


3L9495 205232 233397 


Belize 

Bonin 


3.8150 
49638 
1.9030 
33.70 
6.1612 
33850 
1340375 
1.9030 
3.3575 
334: 

496. 


IBS I 

. ICFAFrt 

Bertnoaa (Bermudians 
Bhutan (Nguftram) 

Bclhrla (BoJhrlafwl 
Botswana (pula! 

Brazil (Onzado) 

OriUsh Virgin b (USS 
(Brunei S) 

, (Ln) 

kino Faso ICFAFA 

Banm/llyam iai (Kyat) 

Bsnffldl (Bnwfl Fr» 
Cambodia (RieD 

Cameroon (CFAFrl 
Canada (CamdlaiS) 

Canary b (So Peseta) 

Cp Verde (CV Escudo) 

Cssroaa b IQS) 

CamLAfr. Rep ICFAFri 
C&ad (CFAFrl 

CMfe (Chilean Pool 

China (Rumlnbi Yaaa) 

Colombia (Col Peso) 

Comoros ICFAFH 
Congo (Bran) (CFA Frl 
Casta Rica (Colon) 

COte d'Ivoire (CFAFrl 

Cofta (Cuban Pen! 13193 



Creetaskwakla (Korun) 29.71c 
50.111 

15.6121 

26-3321 

10.0286 

16.9147 

11.4049 

19^360 

OnwIKtatt Kroner) UL2B90 
Djibouti ft? (DpbFr) 330.00 
Domlnka (ECarrB,® 5-15 
Dominican Bep ID Peso) 20.7742 

3.9301 

173.4104 

2.7062 

10.9165 

3M92 

1113924 

L7383 

7.0123 

43320 

12b.67V4 

1.9769 

7.9747 


Ecuador 


(Sncre) 1699.830 
1537.08a 


893.2369 

B07.7141 


S.7K22 

3.8455 


590.0499 


(Egyptian Q 5.22 2.7430 1.7620 2.0038 

(Colon) 12.0888 6-3524 4.0806 4A406 

Eqpat'l Cnlneo (CFAFrl 49638 260.8407 167.5544 1903489 

EuMopU (Ethiopian Birr) 3.9038 2.0513 13177 1.4965 

Falkland b (FalkD 130 03254 03375 0 3838 

Faroe b (Orator Kroner) 11.2850 5.9301 3.8092 4 jozo 

Fiji h (Fill S) 2.7133 1.4258 0.9158 1.0415 

Finland IMabo) fc.9965 3.6764 23616 2.6857 

France (Fr) 9.9275 5.2167 33510 3.8109 

Fr. Cqr/Afr]ca (CFA Fr) 49638 260.8407 1675544 1905489 

Fr.Gotana (Local Fr) 9.9Z75 5.2167 35510 38109 

Fr. Pacific b (CFPFr) 176.00 92.4855 5921092 673623 


(CFA Fr) 
Gambia (Dalasi) 

6mnwE«t fDHvU 

tsr wct “aa 
SST (DrSS 

Greenland (Dan^Krwd 
Granada PE Carrs 
Guadeloupe (Lara/firt 
(faun* (USS) 

Guatemala (QuctoD 
Guinea CFr) 

Gulwa-Bissan (Peso! 

(Guyaneses) 



Haiti „ (Goude| 95375a 

Hontism (Lempira) 9.3224a 

hSSSkSa JRKS) 14.7855 
Hungary 


(Forint) 117.4833 


Iceland (Icelandic Krona) 
India andlaoflupee} 

ttr* ai BS 

0Lm 

brad (Shekel) 

Italy (Lin) 


106.94 

33.70 
3542.31 

123.70 
0.5885 
1.1040 
3,93(M_ 
2220.25 


5 _ 3.2194 3.6612 

4.4250 3.1468 3.5796 

7.7695 4.9908 5.6758 

61.7358 39.6568 45.0991 

563954 36.0978 413518 

17.7088 113755 12.9366 

1861.4345 1195.7164 1359.8119 
65.0026 41.7552 47.4856 

03092 0.19S6 0.2259 

03801 03726 0.4238 

2.0641 1-3265 1-5086 

1166.7104 749.4514 8523032 


Jamaica (JanahwS 1304 
japan (Yen) 26030 

Jordan (JordxBljti Dinar) 1.2396 


£X, K ££« 

Korea Hestfa (Wan) 
Korea South (Won) 
Kuwait* CKuwaW Dinar) 
Lata (New top) 

Lebanon (Lebaneses 
Lesotho (Malar II 

Liberia (Liberian S) 

Libya (Libyan Dinar) 
Uechensteln (Swiss Fr) 
Uraemfaourg (Lux Fr) 

Macao (Paiaca) 

Madeira (Port Escudo) 
Malagasy Rep (MG Fri 
Malawi ((Cwacfia) 

Malaysia (RI<»W/t) 
Manner b (Ruilya) 

Hall Rep tCFAFr ) 
Malta (Maltese O 

Martin lone (Local Fr) 
Mauritania (Oogulya) 
Mauritius (Maw wiped 


43.40 

2.2925 

1-8503 

136130 

1354325 

2 257.4 
4.8798 
1.9030 
0-5253 
2.4475 
60. BO 

U3044 

26230 

2410.75 

4.9815 

5.1350 

18.4970 

49638 

03755 

9.9275 

154.641 

2735 


6.8523 44016 

136.6891 87.9324 

0.6513 0.4184 

22.8060 1 4.6497 

1.2046 0.7738 

0.9723 0.6245 

7153018 4593118 

711.6789 457.1561 

1186.2322 761.9915 
23642 1.6471 

1 0.64Z3 

0.2760 0-1773 

1.2861 0.8261 
31.9495 203232 


8.0422 

137.8349 

1266.8155 

23177 

2.6983 

9.7199 

260.8407 

03024 

53167 

81.2616 

14.4771 


53660 

83.5400 

813.7552 

1-6815 

1.7333 

6.2437 

1673344 

0.1942 

3-3510 

52.1994 

9.2995 


5.0057 

100 

0.4758 

7 6A6 0? 

0.8800 

0.7102 

5223871 

3193944 

8663642 

1.8732 

0.7305 

0.2Q16 

0.9395 

233397 

53750 

100,6909 

925.4318 

1.9122 

1.9712 

7.1005 

190.5489 

0.2209 

3 8109 

593631 

103758 


Mexico (Mexican Peso) 


5501.60a 
5482. 54d 


L.0141 

19984 


1857.0801 

1350.6464 


Miquelon (Local Fr) 

Monaco (Frendi Fr) 

Mongolia (Tugrik) 
Montserrat (ECairSl 
Morocco (Dirham) 
Mozambique (Metical) 

Namibia (S A Rand) 
Nauru b (Australians) 
Nepal (Nepalese Rupee) 
Netherlands (Guilder) 
N'nd Antilles (A/GaUder) 
New Zealand (NZS 
Nicaragua (Cordoba) 
Niger Rep (CFA Fr) 

Nigeria (Naira) 

Norway (Nor. Krone) 

Oman 


9.9275 

9.9275 

6.4006n 

153039 

1815.99 

4.8798 

§£He 

3.3400 

3.4L44U 

33)610 

1792800.00 

496.38 

15.1074 

11.4550 


5.2167 

52167 

33555 

2.7062 

8.1470 

9542774 


33510 

33510 


Li 
52333 
612.9924 


2111 . 
2104. 
3.8109 
3.8109 
2.4570 
1.9769. 
5.9515 
6973170 


23642 16471 1.8732 

12046 0.7738 0 8800 

293693 183657 21.4548 

1.7551 1.1274 1.2821 

3-7900 1.1525 13107 

3-6065 1-0332 1-1750 

942091.435 605164-557 6882145971 
2608407 1673544 1903489 

7.9387 5.0995 5.7993 

6.0194 38666 43973 


(Rial OmanD 0.7344 


03859 


02478 


0.2819 


Pakistan (Pak. 
Panama (Ball 
Papua New Guinea (Kina) 
Paraguay (Suarano 

Peru (Inti) 

Philippines (Peso) 


41.00 

1.9030 

1.7828 

2278 84 

83797429 

45.B0 


2L5449 133396 15.7389 

1 0.6423 0 7305 

0.9368 0 6017 06S43 

U97.4966 769.2286 8747946 

44(043320 282WL520 321679190 
34.0672 15.4599 17.5815 


Pitcairn Is 


(£ Sterling 
(NZS 


1.00 

3.0610 


032S4 

1-6085 


Poland , M 

Portugal (EsciKlo) 


Puerto Rfc» 
Qatar 

Reunion ts.de la 

Romania 

Rwanda 


17547.00 

26230 

L9Q30 


03838 

1.1750 


1 0.6423 0.7305 


(RtyaO 6.9452 3.6496 23443 2.6661 


■Banff 

(Fr) 14034 


5.2167 3.3510 

203415 13.0666 

74.0094 473409 


StOi r btopher (£C*rr$) 

St Helena (1) 

St Lucia (ECarrS) 
5tPfsre (French Frl 
St Vincent (ECurS) 
San Marina (Kalian Ura) 
SaqTume (Dobra) 

Saudi Arabia (Rfrall 
Senegal (CFA Fr) 

Seychelles (Rupee) 
Sierra Lew (Leone* 

S. S 

Somali Rep (Shilling) 



Sooth Africa 


(Banco 


(Peseta) 

Ports In 
Africa Gp Peseta) 
Sri Lanka (Rupee) 

Smianltep (£) 

Surinam (Guilder) 
Swaziland (UlangenO 
Sweden (Krona) 

Switzerland (Fr) 

Syria CO 

Taiwan (SI 

Tanzania (Shilling) 
Thailand (Baht) 

Togo Rep (CFAFrl 
Tonga is (PaAnga) 
Triomad /Tobago IS) 
Tunisia (Dluari 

Tnricey (Lira) 

Tories & Caicos (USS) 
Tuvalu (Australians) 

Uganda (New Shilling) 
USE (Dirham) 

United Kingdom (£) 
United States (US SI 
llniQuay (Pno) 

USSR (Rouble) 

Vanuatu (Vatu) 

Vatican (Ura) 

Venezuela (Bolivar) 
Vietnam (Dong) 

Virgin b-Brithb (USS) 
Virgin IMIS (US$) 

Western Samoa (Tab) 

Yemen (RlaD 

Yemen FDR (Dinar) 
Yugoslavia (Dinar) 

2a Ire Rep (Zaire) 

Zambia OCwactia) 

Zimbabwe (S) 


4.8798c 

2-5642 ' 

1.6471 

18732 

7.4050s 

33912 

2.4995 

2.8426 

186.60 

98.0557 

629673 

716314 

186.60 

963557 

62.9873 

716314 

28.9827 

75.50 

39j6741 

25.4852 

73724 

21-8409 

11.4770 

83842 

3.4049 

1.7892 

1.1493 

13070 

4.8798 

23642 

13471 

18732 

10.0750 

5,7146 


4,1746 

2.4475 

1J2861 

0 0261 

0.9395 

40.0575 

21.0496 

133215 

153771 

5L95 

27.2990 

173358 

124.8438 

19.9424 

369.85 

1943510 

141.9769 

47.80 

25.1182 

163350 

183493 

49638 

2603407 

1673544 

190.5489 

2.2925 

13046 

0.7738 

08800 

8.1069 

43600 

2.7365 

3.1120 

1.6493 

0.8666 

03567 

0.6331 

5070.49 

2664.4718 

17113578 

1946.4452 

1.9030 

1 

0.6423 

0.7305 

23923 

1-2046 

0.7738 

0.8800 

855.4287 

4493158 

288.7523 

3283795 

7.0038 

1.00 

i2& 

23641 

03375 

2.6865 

03838 

1.9030 

i 

0.6423 

0. 7305 

2457.72 

1291.4976 

829.6101 

943.4625 

1.0716 

03631 

03617 

0.4113 

21430 

112.7167 

72.4050 

823416 

222035 

1166.7104 

749.4514 

8523032 

92.8433 

48.7878 

313395 

35.6404 

8583.75 

4510.6410 

2897.4683 

32953053 

1.9030 

1 

0.6423 

0.7305 

1.9030 

1 

0.6423 

0.7305 

4.4422 

23343 

14994 

1.7052 

22-9854 

12.0785 

7.7587 

8.823S 

0.8803a 

0.4610 

0.2971 

03379 

20.7203 

10.8882 

6.9941 

7.9540 

1311.82 

6893431 

4423084 

3033777 

74.00 

383859 

24.9789 

28.4069 

4-8025 

2.5236 

16210 

1-8435 


Special Drawing Rights Sept 14. 1990 United Kingdom £0.739581 United States S139374 Germany West D Mark 2.18859 Japan Yeol90.246 European Currency Unit Rates Sept 17,1990 
* United Toagdom £0.695557 United States U 32573 Germany West D Mark 23)6178 Japan Yenl82036 

Abbreviations: (a) Free rate; CM Banknote rate; to Commercial rate ; (d) Controlled rate (e) Essential imparts; (g) Financial rate: (M Exports; (D Non canmwdal rate (I) Business rate 
00 Buying rate (0 Luxury goods; (m) Market rate; (a) Official rata; (p) preferential rate (q) craweitlbta rate (r) parallel me a) Selling rate CD Tourist rate (u) Currencies fixed against Uie US Dollar; ♦Kuwait; Dinar unavailable. 

Sane data supplied by Bank of America, Economics Department London Trading Centra. Enquiries: 071 634 4360/5. 

Monday September 17, 1990 



TRADE ODEMIITI PLC 071-739 

4311 


EXPORT CREDIT CLEARING HOUSE. Finds 100% 
non-recourse export finance when you cannot. 
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$300,000,000 
8.75% Debentures 


Dated September 1ft 1990 Dub September 1ft 1995 
Interest DayaWe on March la 1991 and semiannually thereafter. 

Series SM-1995-N Cusip No. 313686 S 67 
Callable on or after September 19, 1991 


ipl 

‘Tl^ 1 

.. .'^iVt 

■c^h'T 

v>. •• 


Price 100% 


The debentures of September 19. 1995 are redeemable on or after September 19. 

1991 in vvhote or in part at tha option of the Corporation at any time (and from ttme 

to tfme) on or after the initial redemption date at a redemption priew of 100 % ot the 
principal amount redeemed plus accrued interest Bwteon to toe date ol redemption. 

The debentures are the obHgabons of toe Federal National Mortgage Association, 
a corporation organized and existing under the laws of the United Slates, and 
are issued under the authority contained in Section 304(b) ol the Federal 
Nottonm Mortgage Association Charter Act ( 12 LLS.C, frtgerwqj. 

The debentures, together with any interest thereon, are not guaranteed by me 
United States aid do not constitute a debt or obligation of the United States or of any 
agency or instrumentality thereof other than Fannie Mae. 

This ottering ta made by the Federal National Mortpage Association 
through Its Senior Vice President-Finance and Treasurer with me assistance 
of a nationwide Selling Group of recognized dealers in securities.' 

Debentures wiH be available in Sook-fnby form only 
Thera wot be no defMtivB securities offered. 


Gary L. Perlin 

Senior Iflceftsddenr- 


UndaK. Knight 

Wee AnesAfent and 


-3900 Wisconsin Avenue, MW- Was hi ngton, D.C. 200)8 

TWs announcement appears as a matter ot record onty TMs announcement is 
neither an offer to Mfl nor a sobettatlon ol an otter to buy an y of the Debentures. 


- v. v / 7 *)•• •.;•» ' ! r-.‘ , .••• • . • 

■' ! VV:?A" v" y •• 


£136,000,000 

the, 



LEEDS PERMANStT BUU3NG SOCIETY 

Leeds Permanent Building Society 

Floating Rate Notes Due 1998 

Interest Rate 15 )fe% per annum 

Interest Period 14th September 1990 

14th December 1990 

Interest Amount due 

14th December 1990 per 

£10,000 Note £37553 

Credit Smsse First Boston Limited 
AgantBank 


MIDLAND INTERNATIONAL 
FINANCIAL SERVICES BY. 

FRF 900.000500 
GUARANTEED FLOATING 
RATE NOTES DUE 19S7 
For the period September 17, 
1990 to December 17, 1990 
the rate has been fixed at 
103% RA. 

Next payment date: 
December 17, 1990 
Coupon nr: 15 
Amount: 

FRF 26036 lor the 
denomination of FRF toooo 
FRF 250361 far the 
denomination of FRF 100000 

The Principal Paying Agent 
SOCIETE GENERALE 
ALSADENNE DE BANOUE 
15, avenue Emile Reuter 
LUXEMBOURG 


Augnrt 1990 

Micro-Cable Communications Corp. 

US$150,000,000 
Senior Term Loan 

UnfamUiagby 
UL HONG KONG UMTTED 

DIAMOND LEASE (CAYMAN) UD. Mtoal Leasing (US-A-) Inc. 

ORIX USA Coxp onHaa 

BS 

Lead Managers 

The mufemigTUdammgcd the placement of UusfacUihf. 

KLEINWORT BENSON BEAR, STEARNS & CO. INC. 
NORTH AMERICA INC 


U& 


lb the Holders of 

WARRANTS 

Tb subscribe for ahares of c omm on stock ot 

AOKI CORPORATION 

Issued in coaj uikctk m with the issues by 

AOKI CORPORATION 
(the “Company”) 

US. $100(000,000 4V, per cent. Guaranteed Notes 
due 1991 rNotes 1”) and 
00,000 3V« per cent. G n a nra teed Notes 
‘ M“Notes2*^ 

ADJUSTMENT OP SUBSCRZPT10N PRICES 
You are hereby notified that on 14th September, 1990, the Company 
made pribSc offenrmn oflapanese Yen 12, 000, 000, OOOCoteitihle Boxb, 
Japanese Yea 20,000,000,000 ComectSAe Bonds and Japanese Yeu 
20,000,000,000 ConwerOle Bonds. 

A3are^ofsnrbpcbfc(^feriDfflandwfthefltofr(ml5tfaSqterijer, 

1990, Japan Tcne, the Sobsa iphon Prices at w hich ^tar ea are issuaMe 

clothe Instruments in conn e ction with t&s issues as 

faBowa: 

A1 The Subscription Price of^rrants issued in ccxyunction with Notes 1 
has been adjusted from Japanese Yen 737.8 to Japanese Yen 71L2. 

B) The Subecripdon Pom of IStoacto issued meoajuactkm with Notes 2 

has been adjusted from Japanese Yen 1,087 to Japanese Yen 1,077. 

AOKI CORPORATION 


Dated 18th September, 1990 


‘ £200,000,000 

MFC Finance No.l PLC 

ftfotloeeoBBpRwd RosUng Rste Notes Duo October 3023 
In accordance with the Terms and Conditions of the Notes, 
notice te hereby giwn that the new interest rates and periods In 
fBspectoftheSuO^NctesareasfoJk)ws>- 

iM Raw% ftwmwxcwM Raia« 

9S*Mbrto9O0*«rVO VM 9«0 tZSapHaXaraigOEkbw'M l&» 


SMNB MapwnbwMOcMrVe 

smhc 7S*rortwW0aae*w 


1SJBS 

15315 


SURE 13SBBWrrtwrtotlO*i6»rU) 1S» 

SaraiF waroMTOarioiaOtkbitW 153*5 


ByiOab*flk,NA.tCSStPapt) 

UfSaaMnttar.rari) 


CrrtBANKG 



By Janet Bush In New York and Simon London In L ondon 

BBMrHMMK GOVERNMtJI LBgNg^ 


US TREASURY bonds drifted 
lower, hurt by higher oil 
prices, the lack of a budget 
accord and higher interest 
rates overseas. 

Trading was subdued and 
price fluctuations small with 
traders cautious in view of 
events in the Middle East and 
continuing uncertainty about 
monetary policy. In late trad- 
ing, short-dated Issues were 
quoted mostly unchanged 
while the Treasury's bench- 
mark long bond stood & point 
lower for a yield of 9.06 per 
cent 

Long bond prices took their 
cue from movements in the oil 
market with October futures 
quoted £L87 a barrel higher on 
the New York Mercantile 
Exchange at S3S.63. 

The market was also some- 
what defensive as there was 
still no agreement on cutting 
the budget deficit during the 
morning, because the dollar 
was weak and because interest 
rates were higher abroad, par- 

GOVERNMENT 

BONDS 

ticnlariy in Japan. There is a 
great deal of new Treasury 
supply over the next two 
months and little confidence 
that Japanese investors will be 
interested in buying much of 
it. 

Another factor In the market 
was monetary policy which the 
Fled again showed no sign of 
easing. Bond traders are now 
beginning to talk about the 
market losing confidence In 
the central bank. 

Analysts at Griggs & Santow 
said that the market saw the 
Ffed’s apparent willingness to 
ease policy on any budget 
accord as being soft on infla- 
tion.. 

They added, in reference to 
comments by Mr Alan Green- 
span, Fed chairman: “The head 
of a central hank willing to say 
in public that he doesn’t mind 
seeing his country's currency 
deteriorate also does not da 
wonders for a central bank’s 
reputation-" 

■YIELDS ON German govern- 
ment - bonds have now 
breached the 9 per cent level 
and yesterday the benchmark 
8'A per cent 10-year bond 
closed on a yield of 9-03 per 
cent, after opening at 838 per 
cent 

With the 9 per cent level 




Coupon 

Red 

Dot* 

Price 

Change 

YMW 

WeeK 

■go 

•twaj.-.p- 

UK CULTS 


13J50Q 

9.000 

SlOOO 

09702 

03/00 

10/08 

101-22 

844)7 

83-07 

+ 2/32 
-2/32 
+ 1/32 

n.8i 

11.18 

iiai 

11.18 

11.47 

US TREASURY * 

8.750 

8.760 

OB/00 
08 m 

99-00 

97-24 

-4/32 

-13/32 

830 

006 

8.78 

091 


JAPAN 

None 

No 130 

4.B00 

0.700 

ana 

D6/00 

81.2563 

92.0070 

•0.242 

■0451 

42.130 

016 

9.04 

7J90 

are 

TJB^g 

are 

GERMANY 

FRANCE 

CANADA * 

BTAN 

OAT 

6300 

“8.000 

8300 

10300 

' 11/95 
03/00 

07/00 

94.7284 

842600 

973500 

-0220 
-0300 
4). 850 

1036 

1049 

10.04 

1019 

1027 

1075 

KL74^': ; j./i 

NETHERLANDS 

AUSTRALIA 

9-000 

laooo 

07/00 

07/00 

88.7700 

97.1671 

-0170 

-0263 

0.10 

13-52 

i3re 

lasr;-:'.-.^ 
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London dosing. ms uk In 32nds. others bl Uschwfti 

Yields: Local mark* standard Prices, ua, un «n 

TadWlbaJ Oata /ATLAS Price JoartSr 
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established some analysts 
expect yields to move quickly 
towards 93 per cent. 

In the futures market the 
December bund futures con- 
tract dosed up a shade at 81.06 
after opening at 80.98. 

Volume was a fairly light 
23300 contracts. 

In the absence of fresh devel- 
opments in the Gulf crisis, the 
week’s trading is expected to 
revolve around the outcome of 
a regular Bundesbank meeting 
on Thursday, and a press con- 
ference scheduled for Wednes- 
day, at which Mr Karl Otto 
P5hL Bundesbank president, 
will outline the latest German 
position on European economic 
and monetary union. 

■UNCERTAINTY over the UK 
economic outlook continued to 
depress prices of UK govern- 
ment bonds, with the bench- 
mark 2003/2007 11% per cent 
gilt dosing down £ of a paint 
on the day at 99ft for a yield of 
1130 per cent 

On the futures market the 
long gilt fixture was unchanged 
cm the day at 82.18 having fluc- 
tuated w ithin a very narrow 
range in volume. 

Friday's announcement that 
the annual rate of increase in 
the retail price index was 103 
per cent in August has led ana- 
lysts to predict inflation at 
around 10 per cent for the 
remainder of the year. 

The Government looks 
increasingly unlikely to sanc- 
tion any cut in interest rates in 
the near tom. 

Today the Government 
announces the public sector 
borrowing requirement for 
August, amid uncertainty over 
the impact on public sector 


finances of military involve-. C k 
ment in the Gulf crisis a na to r tm. 
i mplement ation of the comma-; ■ l 
nity charge. ' . • .C^ 

Analysts are forecasting' a •£*& 
borrowing requirement in tba^'4? ■ 
region of £800m after net r deht =7 i:.?J 
repayment of £3bn in July. _. 

■ JAPANESE governm ent s^ 
bonds slipped daring Tokyo.-- • 
trading ahead of the half-year - -v^i 
account dose, with the yteM- ^v 
on the benchmark No 119 issue 
moving out to 8.57 per 
after opening at 830 per cent. 

Analysts said the main issue >' - 
was whether the market would V ; .- 
rebound into the new account - • W. 
or whether yields would be.y-f/ 
pushed higher on fa n d am en- : 
tals. r' 

A key economic indicator. 
was being awaited today with . ' S-i ; : 
the announcement of August - 
money supply figures. --'-a 

Expectations focus on ;a. : J ‘ 
reduction in the rate of money- 7 
supply growth from a year-rin^v 
year 123 per cent in Joly^ 
towards 12 per cent for..-: 
August ■ 'si .■ 

■THE New York Stock/*- if 

Exchange, the Soviet Ministry 1 

of Finance and Soviet central 
bank, Gosbank, are to sponsor 
a threeday seminar in Moscow 
on stock exchanges and their 
role in financial markets, '. 
Renter reports from New 
York. 

The NYSE said the seminar 
would be an ‘imp or t ant " step 
in the Soviet Union's proposal 
to create its own securities 
market 

A delegation of more than 20 
UR financial specialists will be 
led by Mr John J. Phelan Jr, 
the NYSE ch airm a n . 
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Mote! 6, L.P. 


has been acquired by 


ACCOR S.A. 


Salomon Brothers Inc 


•\^ofcjc$iay S) 


RAMADA 


Holiday Corporation 


has been acquired by 


Ramada Inc. 


Bass pic 


has been acquired by 


New World Hotels 
(Holdings) Limited 
of Hong Kong 


Salomon Brothers Inc 


Salomon Brothers Inc 


WORLD-CLASS 

ROOM SERVICE. 

When our clients look for service in the hotel industry, they call upon the 
expertise of a global investment banking team. Our in-depth knowledge of the 
industry and our relationships with hotel operators throughout the world 
have helped our clients complete over five billion dollars worth of transactions 
this year alone. 

In the past year, we assisted Holiday Inn, Motel 6, Ramada and others in the 
sales of over 500,000 rooms, or more than 20% of the U.S. hotel industry. Our 
global reach brought together buyers and sellers from three continents. 
For world-class service to help with the implementation of your plans, rely 
on Salomon Brothers. 


Salomon Brothers 


Salomon Brothers International UmJledr London flSA Member}. Mad rid {Representative Office} Salomon Brothers AG: Frankfurt, East Berlin (Representative Office) 
Salomon Brothers inc: New Ybrk, Atlanta. Boston, Chicago, Dallas. Los Angeles. San Francisco. Singapore (Representative Office). Seoul (Representative Office). Zurich 
Salomon Brothers Canada Inc Toronto Salomon Brothers Aria Limbed: Tokyo Salomon Brothers Hong Kong Limited: Hong Kong 
Salomon Brothers Taiwan Unified: Taipei Salomon Brothers Austra&a United: Sydney. Melbourne (Representative Office) 
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Three Japanese banks put 
on creditwatch by Moody’s 


By Robert Thomson in Tokyo 

THE Long-Term Credit Bank of 
Japan, the Mitsubishi Bank 
and the Tokai Bank, all leading 
Japanese institutions, hare 
been put on the credit review 
list of Moody's Investors Ser- 
vice, the US ratings agency, 
because of concerns about 
their profitability pnd domestic 
asset base. 

Hie review listings and pos- 
sible downgrading follow the 
recent downgrading of Dai-Ichi 
Kangyo and Fuji Bank debt 
ratings, and come as Japanese 
banks are attempting to lift 
sagging capital adequacy 
ratios. 

Moody's suggested that the 
Long-Term Credit Bank, which 
now has an Aa2 debt rating, 
has a “weakening franchise as 
a wholesale bank" in a shrink- 


ing corporate banking market. 
The agency says that the 
bank's real-estate exposure will 
be examined as will its “highly 
leveraged transactions and 
other high-risk overseas bor- 
rowers. 

"However, the LTCB has 
been developing its merchant 
h ankin g capabilities and is 
positioning itself to be a strong 
competitor if the Japanese 
securities business is opened to 
banks, "the agency said. 

Mitsubishi Bank is one of 
only two Japanese banks to 
maintain an Aaa rating - the 
other is Sumitomo - but the 
ratings agency said that the 
bank's “relatively weak core 
profitability" and its “vulnera- 
bility to domestic asset deterio- 
ration" have prompted a 


review of the rating. 

The agency suggested that 
the bank’s asset quality will be 
examined “at a time when Jap- 
anese interest rates have 
climbed rapidly and when 
inflated asset values are being 
pressured." 

However, it noted that Mit- 
subishi "remains a well-man- 
aged, conservative bank with a 
strong international presence.” 

Tokai Bank's competitive- 
ness and domestic banking 
strategy will be examined, the 
agency said 

The bank, which now has an 
Aa2 rating, will also be 
checked for asset quality, 
“especially in its domestic 
real estate-related loan 
portfolio and its overseas cred- 
its." 


IDB to help reduce debt costs 


By Tracy Corrigan 

THE Inter-American Develop- 
ment Bank is to help finance 
the efforts of its member coun- 
tries to reduce their debt and 
debt-servicing costs. 

Authorisation by the bank’s 
beard of governors is expected 
by October 15, and lending for 
debt reduction purposes should 
start before the end of the 
year. 

It is not yet clear how sub- 
stantial the lending will be, but 
many of the hank's members 
are keen to borrow for this pur- 
pose, an official said. However, 
precise guidelines for the lend- 
ing have yet to be drawn up, 
he added. 

This new role for the IDB 
was urged by US President 


George Bush in his “Enterprise 
for the Americas" plan 
announced in June, as well as 
by a number of IDB governors 
at their annual meeting in 
Montreal in April. 

For the first two years, the 
Inter -American Development 

"Rank debt reduction financing s 
win be carried out with the 
World Bank, which has 
financed debt reduction since 
May 1989 under its sector 
adjustment lending pro- 

grsnUQC, 

Similarly, the IDB's lending 
will be part of its sector lend- 
ing, which may not exreed 25 
per cent of the bank's lending 
resources. Both constitute 
lending towards sector reform. 


rather than the more tradi- 
tional project finance. 

The move follows the sev- 
enth replenishment of the 
bank’s capital resources, which 
increased its lending capacity 
to $22.5bn for the period 
1990-1993. 

• Southern Water, the UK 
water distribution company, is 
to borrow £40m from the Euro- 
pean Investment Bank. 

Southern Water Services, a 
subsidiary, has signed a £4Qm 
facility with the EZB, which 
will finance some environmen- 
tal improvement schemes. The 
loan will help finance the £3m 
per week which Southern 
Water is currently spending on 
capital projects. 


Spain to resume matador issues 


SPAIN expects to approve the 
resumption of matador bond 
issues next month, Heater 
reports. 

It has held hack the approval 
of new issues since July 
because of the strength of the 
peseta. 

A Spanish Treasury official 
said the authorities were now 
open to proposals from inter- 
ested borrowers, but with some 
restrictions. 

"Borrowers can apply bat we 


will adopt a certain moderation 
in deciding whether to approve 
new issues.” 

The official could not say 
what limits might be imposed 
on amounts or frequency. 

The Treasury plans to meet, 
possibly in the first week of 
October, to determine criteria 
on volume and to draw up a 
timetable for issues. 

The official acknowledged 
that interest in peseta-denomi- 
nated foreign borrowing might 


have declined since July, 
bat pointed out that most 
markets were affected by cau- 
tion in the wake of the Gulf 
crisis. 

“We could see a first issue in 
October, but things are still a 
little bit in the air. It should be 
clearer after we have met," the 
official said. 

The last i$me was a PtalObn, 
five-year bond for Denmark 
carrying a 13.75 per cent cou- 
pon. 


Amex plans 
options on 
Japanese 
shares 

By Janet Bush in New York 

THE American Stock 
Exchange yesterday 
announced the launch of put 
and call options on a new 
TiMfrnr called the Japan Index, 
designed by the exchange 
which represents 210 blue chip 
Japanese shares. 

The options on the Japan 
Index will be launched next 

Tuesday pending approval 
from the Securities and 
Exchange Commission. The 
launch is clearly aimed at the 
start of trading of two sets of 
futures and options on futures 
in Chicago- The Chicago Mer- 
cantile Exchange Is launching 
these derivatives based on the 
Nikkei 225 and the Chicago 
Board Options Exchange prod- 
ucts win be based on the Toptx 
Index of Japanese shares. 

The Amex product will be 
denominated in dollars and, 
according to the exchange, 
offers investors the first 
oppor tunit y to trade SEC-regu- 
lated options on a broad mar- 
ket index of Japanese stocks. 
The exchange said it expected 
retail investors and Institu- 
tions to be attracted because 
they could trade in their home 
currency and be regulated 

The European-style options 
are relatively long term and 
basi cally offer investors a bet 
on the Japanese stock market 

There is, however, scepti- 
cism on Wall Street about this 
rash of derivatives because of 
concern of the Ministry of 
Finance and the Tokyo Stock 
Exchange about US specula- 
tors using derivatives in the 
Japanese market. The Tokyo 
Exchange asked VS houses to 
stop issuing warrants because 
of their perceived role in the 
Japanese stock market plunge 
earlier this year. 

Mr James Jones, Amex ' 
chairman, said: “We think 
these options will have a 
minnacnlB effect on the Japa- 
nese market and are going 
ahead for competitive rea- 
sons.” 

to a separate announcement, 
the Amex said that it had 
received an' 18-manth contract 
.from the Economic Develop- 
ment Corpor a tion off Honolulu 
to explore setting up securities 
trading la Hawaii. 


Slow reception for Czech issue 


By Tracy Corrigan 

CZECHOSLOVAKIA’S second 
Eurobond offering, a DM350m 
five-year deal, met some resis- 
tance from German retail 
investors facing a surfeit of 
high coupon naner. 

The D-Mark Eurobond mar- 
ket has been divided into three 
-tiers this year; top-quality bor- 
rowers, often supranationals; 

INTERNATIONAL 
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Japanese borrowers issuing 
equity-linked paper; and lower 
quality borrowers, often sover- 
eigns, paying high coupons 
aimed . at enticing German 
retail investors. 

[teals by Hungary, India and 
Turkey, as well as some Latin 
American offerings paying 11 
per cent interest, are all com- 
peting for the attention of an 
increasingly cautious investor 
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Although the deal got off to 
a slow start, Czechoslovakia is 
the strongest credit in eastern 
Europe, as well as the most 
closely tied to Germany cultur- 
ally. 

to time, it should perform 
better than the National Bank 
of Hungary’s DM200m issue of 
-five-year bonds launched last 


week, also by Deutsche Bank, 
dealers pjj 

Czechoslovakia's economy, 
with its strong industrial base, 
is considered the closest in 
eastern Europe to a market 
economy. 

In addition, its level of for- 
eign debt is the second lowest 
in the eastern bloc after 
Romania, and Czechoslovakia’s 
balance of payments is almost 
flat. 

Hungary, on the other hand, 
is burdened with substantial 
foreign debt, more than 40 per 
cent of which takes the form off 
bonds. Investors are increas- 
ingly concerned that bond 
interest payments would there- 
fore be more likely to be 
included. if Hungary were 
forced to reschedule its debt 
payments. 

Despite the differences in 
credit quality. German retail 
investors showed a general 


lack of enthusiasm for both 
issues, deaierS BaicL 

Meanwhile, the World 
Bank’s SZbu issue of five-year 
global bonds launched last 
week, the largest fixed-rate 
deal in the market, continues 
to perform steadily. 

Its spread over the five-year 
US Treasury yield has tight- 
ened by 2 basis points since 
launch, to 29 basis points, as 
demand from US-based 
accounts remains strong. 
There has been no selling by 
European holders of the paper, 
although a further tigh tenin g 
of the spread could prompt a 
little profit-taking. 

The initial trading volume in 
the World Bank’s third global 
issue has been lower than far 
its previous global deals, both 
$L5bn. Volatile market condi- 
tions caused by the Middle 
East crisis appear to have dis- 
couraged some speculative 


investors from taking part, so 
that distribution has been: 
mainly portfolio placement 

with longer-term holders. 

In the Australian dtfflar bbc-.; 
tor ICI Australia brought an 
ASGom offering of three-year , 
toads, targeted at retail inves- 
tors. The 14% per cent bonds 
via Hambros Bank were quoted 
just inside 1 % point fees at less 
1% bid. 

• C.ITOH, the Japanese tod-, 
ing house, plans to es tatangh-^a. 
finance joint venture mLon- 
don with Westinghouse Credit 
of the US to engage m mar- 
chant banking activities in 
Europe, AP-W reports. 

The joint venture, European 
Capital will be capitalised at 
$lm and will formally begin 
operations on September 20. 
The joint venture wIH e n gag e , 
in merchant banking activities 
such as project finance, trade 
finance and M&A consulting. 


Morgan Grenfell to launch 
European unit trust fund 

By Katharine Campbell in Frankfurt 


Chemical Bank to close 
securities trading arms 


MORGAN Grenfell, the UK 
merchant bank, yesterday 
launched a unit trust which 
marks one -of its first co-opera- 
tion ventures in the field of 
fund management with Deut- 
sche Bank, its permit since its 
acquisition last year. 

The Morgan Grenfell Europa 
Fund, which will target Euro- 
pean small companies with a 
capitalisation of less than 
£250m, win make use of Deut- 
sche Bank’s investment 
research fatalities, not only in 
Germany but throughout 
Europe. 

The German bank’s impor- 
tance in the new issue busi- 
ness, particularly at home, will 
offer a further important 
entree. Strategy and stock 
selection will be done in Lon- 
don. 

However, muter the terms of 
last year's agreement, Morgan 
Grenfell cannot market the 


fund through Deutsche's exten- 
sive and lucrative network 
within Germany. While the UK 
fund management team 
assumes responsibility for 
Deutsche's former interna- 
tional money management - 
operations, the protected Ger- 
man market remains the pre- 
serve of Deutsche Bank, Ger- 
many’s biggest hank. 

Mr TOny Frailer, managing 
director of Morgan Grenfell 
Unit Trust Managers, said he 
would be satisfied to attract 
about '£ 10m into the fund, pri- 
marily from the UK and Far 
East initially. 

Tins was about a fifth of the 
target before the Gulf crisis 
deified European stock market 
performances. “Unit trust com- 
panies are often accused of 
launching at the top of market 
- Europa proves that this is 
QQt always the case," Mr 
Fraher argued. 


CHEMICAL New York Capital 
Market Corp, the Geneva 
based international securities 
trading company which Is part 
of Chemical Banking of the 
US, is to close, Reuter reports. 

Chemical Securities Com- 
pany (Japan)* its Tokyo off- 
shoot, which operates mainly 
as a security broker and trader 
for Japanese institutional cli- 
ents, will also close, Chemical 
added, 

Chemical said all outstand- 
ing transactions would be duly 
completed, so that the activi- 
ties of the Geneva salt ami the 
Tokyo offshoot would proba- 
bly be brought to a close at the 
end off this year. 

Mr Francois Larsen, general 
manager, said to a sta te m en t 
that Chemical group had 
derided to withdraw from 
j ntomatiimal share trading. 

The derision formed part of 
a strategy to limit capital mar- 
ket business to central, profit- 


making activities. A problem '’ "' 
in Switzerland was that share...';/ 
markets were marked by high 
t ransa ction costs and pow ;. 
liquidity* he said. . 

Chemical Bank is to con- v.. 
ttoue its Zurich-based flnm- : 
cfol service department, which 
offers Swiss and firms..,/'?' 

cash-management and mflney- V, 
transfer services. 

to Chemical would;:-; ': 

be able to serve Swiss custom-.' 
ezs In the currency and money 
market sectors and for other 
financial services through its , 
branches in London and 
Frankfurt, ft added. 

Chemical Banking Corpr- ; 
reorganised its management 
early thfa month and said its 
strategy would stress retail 
banking, investznent/whole- . 
sale honkin g and operational 
services. 

The announcement is the 
latest retrenchment by US 
basks in Switzerland. 
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TRADITIONAL OPTIONS 


First Dealings Sept 17 For rate indications see end of 

cSMSUTS a 

Last Declarations Dec. 27 sa^cM, Gaelic Rss-, Bearer and 
For sattiemont Jan. 7 Brent Wsthar praL Put In WMm. 


LONDON TRADED OPTIONS 


PATCHY TRADING on the 
derivative markets yesterday was 
dominated by business in FT-SE 
options and futures because of 
individual unpredictable stocks. 

On the London International 
Financial Futures Exchange the 
September FT-SE future opened 
at a 3-point discount, struggled in 
the early stages and then rallied 
up to premium when Wall Street 
showed a recovery after Initial 
losses of 19 points. At one point 
the September issue moved up to 
an 6-point premium, but a medi- 
um-sized sale in the last minute 
of trading' forced if back to its 
closing price of 2,098, three 
points up on the underlying equity 
index. 

It closed with a healthy tum- 
cmis ran 

ML Jm. Apt. M, Jaa, Apr. 


over of 7,995. The December 
future also saw active trading 
with one of the heaviest turnovers 
so far- 5L308. 

UBS Phillips & Drew said It was 
a strong buyer and forced the 
market up to 2.104 with a small 
futures squeeze earfy on as other 
dealers moved in to cover their 
short positions. 

The FT-SE was also the only 
salient feature on the London 
Traded Options Market which saw 
a brisk general turnover of 35,613 
contracts. 

There were 14,428 FT-SE con- 
tracts exchanged while dealers 
said that the only equity option 
that saw any business — Rolls- 
Royce with 2,518 lots trad- 
ed — was simply reflecting 

calls ran 
MLtm.im.es . Jw to. 


two-way business and intra-mar- 
ket trading taking advantage of 
the stock's high volatility. 

The other top performers were 
all below the 1,000 leveL Potty 
Peck saw 937 lots traded. Trust- 
house Forts 950 contracts, BTR, 
946 contracts and British Steel 
934 contracts. 

Barclays was a strong con- 
tender after one broker bought 
500 Decomber puts In earfy trad- 
ing but It never really took off and 
ended with a turnover of 682. 

The day’s main equity story, 
'the fall in Hawker Slddeley 
shares following depressing 
results and predictions, did not 
spill over Into the options market 
because tew marketmakera cover 
that stock. 

calls ran 

Sep Dk Ibr Sq» Dk ter 


U 

85 


as 

54 

44 

10 

29 

41 

40 

90 

72 

18 

31 

48 

S 

U 

35 

53 

80 

95 

24 

48 

63 

« 



22 

35 

34 

8 

20 

24 

4 

U 

14 

a 

41 

27 

3S 

111 lb*j 

2b 

36 

50 

S3 

14 

30 

35 

SB 

88 

103 

28 

58 

73 

Z2 

2B 

34 

s 

14 

21 










ill 

■rr- 

■ufi 






T7 

e-ueuj 




A o* VA? 
















































































































FINANCIAL TIMES TUESDAY SEPTEMBER 


18 1990 


UK COMPANY NEWS 


Sterling strength limi ts 
Inchcape growth to 5.2% 


By Andrew Boiger 

INCHCAPE, the international 
services and marketing group, 
yesterday announced a 52 per 
cent increase in pre-tax profits 
to £92L3m In the six months to 
June 30, but sounded a cau- 
tious note on its trading out- 
look. 

Turnover rose 12 per cent to 
£L£2bn and earnings per share 
increased by 2.2 per cent to 
14p. Hie interim dividend was 
lifted by 7 per cent to 4J3p. 

Sir George Turnbull, chair- 
man and chief executive, said; 
“Despite a less favourable busi- 
ness climate in most parts of 
the world, we have continued 
to grow in the majority of our 
operations. 

“The strength of sterling, 
however, has reduced the 
translated value of our profits 
before tax by about £6.5m. 
Excluding this translation 
effect, our underlying profit 
before tax grew approximately 
13 per cent at constant rates of 
exchange.” 

Inchcape at present trans- 
lates its underlying local cur- 
rency profits at the closing rate 
of exchange. It has decided 
that from the end of this year 
it will translate on an average 
exchange rate basis. When it 
moves to this basis, yesterday’s 
pre-tax profits will be restated 
as about £96m, compared with 
£83m in 1988. 


Inchcape said motor activi- 
ties, particularly in vehicle dis- 
tribution, continued to be one 
of the great strengths of the 
group. Profits for the first half 
had again increased, due to 
strong performances in many 
of its markets, particularly 
Toyota vehicles in the Far 
East, south-east Asia, Greece 
ami the UK, the Mazda fran- 
chise in the Far East and Ford 
tractors in T hail a n d. 

In service activities, insur- 
ance services increased profits, 
in spite of the extremely com- 
petitive nature of their mar- 
kets, while the underlying per- 
formance of inspection and 
testing had improved when 
measured at constant rates of 


Shipping services trading 
performance had improved but 
reported profits were down, 
due to restructuring and other 
costs, and exchange effects. 
Buying services, which sup- 
plies big department stories 
with goods, showed a loss 
because of investment in estab- 
lishing and relocating offices 
and the downturn in the 
group's retail markets. 

Sir George said: “We are cur- 
rently faced with more difficult 
conditions in some of our mar- 
kets and the position in the 
Middle East remains unre- 
solved. Clearly, if the dollar 


remains at its present level, we 
s hall again suffer when tran- 
slating much of our overseas 
earnings. 

“We are a group with strong 
management in growth mar- 
kets throughout the world and 
and our long-term potential is 
significant Conditions in the 
short term will test our skills, 
experience and global know- 
ledge as we work to maintain 
our record of continued 
improvements in our perfor- 
mance. Unless there are major 
disruptions to world trade, I 
believe we shall continue to 
prosper." 

• COMMENT 

Sir George runs a tight ship, 
but there are more comfortable 
places to be at the moment 
that at the helm of a global 
trading organisation which has 
more than half its profits in 
do liar-related currencies and 
similar scale of contribution 
from motor-related activities. 
Analysts are looking for full- 
year pre-tax profits of about 
£185m, stated on the new aver- 
age exchange rate basis. At 
yesterday’s close of 22lp, down 
8p, the shares are on a prospec- 
tive multiple of about 8. There 
seems little scope for much 
advance from this level until 
the world economic outlook 
become a little clearer. 





(finds Bryant: most difficult year be has experienced 

Bryant plummets £31m 
to £20m In ‘difficult 
year for our industry’ 

By Andrew Jack 


Overseas sales help Memec gain 25% 


THE CONTRIBUTION from 
its French subsidiary helped 
Memory and Electronic Com- 
ponents (Memec) raise pre- 
tax profits from £3. 39m to 
£4 .24m for the six months to 
June 30. 

The 25 per cent rise was 
achieved on sales of £57.92m 
(£49. 04m) with net interest 
received totalling £203,000 


(£534,000). Minority interests 
cost £72,000 (£21,000) and tax 
took £1.6lm (£l.25m). 

Market share Increased In 
all geographical areas, with 
the growth coming from sale 
of new products rather than 
significant changes in market 
conditions. 

The group’s recently-ac- 
quired French operation con- 


tributed sales of £2 35m and 
profits of £43,000. Sales grew 
by 11 per cent in the UK, by 
18 per cent in West Germany 
and by 9 per cent in 
the US. 

Earnings per lOp share 
worked through at 9.35p 
(7-79p) and an interim divi- 
dend of 1.65p (1.5p) is 
declared. 


MR CHRIS BRYANT, chairman 
of Bryant Group, the house- 
building and construction com- 
pany, yesterday reported pre- 
tax profits down from £51.4m 
to £20 Jm for the year to May 
3L 

He said the 12 months were 
“the most difficult year in our 
industry I have experienced 
irfnne becoming chairman in 
1962.“ 

The group's land bank 
declined by 1350 acres to 9,400 
acres during the year, includ- 
ing the holding s of associated 
companies. A lack of demand 
and unrealistic price expecta- 
tions hindered the purchase of 
new prime land. 



I J m 

t m rr 
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A broad spread 
gives protection. 

Contracting. Increased UK turnover, cash flow and profits. 

Scaffolding services. Operating profits ahead of the same period last 
year, with increased UK turnover and useful growth overseas. 

Equipment hire. Turnover growth a little above inflation. Increased 
costs have slightly reduced operating profit. 

Housing. Confident of a return to good profitability when 
Government interest rate policy allows. 

Property. Sales of Group properties contributed profits in the first 
half. Further profitable sales have been secured for the second half. 

Careful cash management achieved substantially lower net borrow- 
ing than in the middle of last year, with a consequent significant 
reduction in net interest costs. Group gearing has also been reduced. 



Mowlem declines 20% to £18m 
and attacks interest rate policy 


T ur nove r was down in the 
properties division to £25.9m 
(£3&3m). Higher interest rates 
affected tenants’ and investing 
institutions' confidence and led 
to a downturn in the commer- 
cial property market, said Mr 
Bryant 

Forward development has 
been severely curtailed and the 
company was only proceeding 
with new schemes where pre- 
sale or pre-funding had bran 
achieved, he added. 

Turnover rose 22 per cent to 
£99. 4m (£81.3m) In the con- 
struction division. Forward 
order books stood at SSQm, the 
same level as this time last 
year, the company said. 


By Maggie Urry 

THE ANNOUNCEMENT of a 
20 per cent fall in interim prof- 
its at John Mowlem, the con- 
struction, scaffolding, property 
and housebuilding group 
which owns London City Air- 
port, was accompanied by an 
attack on the Government’s 
interest rate policy by Sir 
Philip Beck, nhairynan. 

Of high interest rates Sir 
Philip said: “Even if the policy 
is correct, its timing and sever- 
ity of application appear to 
lack finesse." 

In spite of the fall in first 
half profits, which worked 
through to a decline in earn- 
ings from 16.4p to 13.2p per 
share, the interim dividend is 
maintalnpri at 5.65p. Sir Philip 
said: “The appropriate time to 
consider an increase in the div- 
idend would be at the year- 
end." 

Turnover rose by 23 per cent 
to £764m in the six months to 
June 30, but pretax profits fell 
from £22. 5m to £18m. The 
shares, which Had faiTan over 
the last two weeks, recovered 
5p to 257p yesterday. 

Sir Philip said the main 
causes of the profits fall were 
the downturn in the house- 
building division - which 
barely broke even before inter- 
est charges - and a loss in the 
associate property company. 

Sales of houses fell by a 
third, even from the low level 
of the first half of 1989. Sir 
Philip said prices had not 
fallen further. . 


He felt that once interest 
rates were cut, the housing 
division would “return to good 
profitability”. Mowlem has not 
made a provision against its 
land hunk as have some other 
housebuilders following the 
fell in land values. 

Operating profits were ahead, 
in the construction division, 
thanks to a good performance 
in the UK which offset slightly 
lower profits from overseas. 
The forward order book stands 
at £L2bn. 

KflflfTnirfrng, which made up 

more than Half of gTOUp profits 
in 1989, pushed operating prof- 
its up slightly, Sir Philip said, 
although there was a squeeze 
on marg ins in the UK. He said 
he thought the business would 
be fairly resilient to a recession 
as it was not heavily exposed 
to new building. Mowlem’s hire 
shops suffered from increased 
costs and a high level of bad 
debts, cutting operating profits 
slightly. 

The group’s own property 
activities contributed to profits 
and sales have already been 
made in the second half But 
the 50 per cent-owned Maple 
Oak property business made a 
loss after interest charges. Sir 
Philip said Mowlem had 
decided to hold on to its £5Qm 
property portfolio rather than 
sell properties at low prices. 
The associate loss' was £1.4m 
(profit £400,000). 

Sir Philip said that he was 
hopeful of getting permission 


to extend the runway kt-top*. 

donatyAfrp^t-I^yearte 

croup provided £33m to. wine 
down its investment in theaiiv • 
port and to cover expected 

*°Group Interest charges feg 
from £8-2m to £33m. Mowfem 
has long-term borrowings at a 
fixed rate of about U per cent 
and has reinvested some of 
this in the money markets at 
h ig her rates, thus reducing the. = 
interest charge. 


O COMMENT 

Mowlem has not fared as badly/- : 
as some groups in the budding •> - V* 
and contraction sector. But by 
the same token it may not do 
as well in the upswing <HK» r s r h 
interest rates come down- A < 

re cessi on would be bound to j 
hit the scaffolding side, 
once business picks up. an 
construction front Mowlem ' 

will suffer a margin squeeze as ; . 

it completes work taken on 
now as the result of <xmpett r ',^^^ 
tive tendering- If MowIemS'jSGj.; 
mak es. £45m pre-tax for the 
year, before any provisions - 
against its land bank which it;; ’zy&Jji * 
might make as some oft« 
housebuilders have done, ctmi->ySS?;j- 
pared to £55m last year (exdu- 
the £33m provision 
time) a maintained dividend. 
would be covered, though not .j. 
generously. That would givaa -i&gSter- 
yield of 10.9 per cent, which 
more of an attractio n ^ -the^g^asP 
moment than a prospective p/d:' 

of about & 


US expansion as Boris pays 
$27m for McDevitt & Street 


By Charles Leadbeater, Industrial Editor 


UNDETERED BY the 
downturn in the US construc- 
tion. industry, Bovis, the con- 
struction arm of Peninsular & 
Oriental Steam Navigation, 
yesterday made its second US 
acquisition with the £27 .5m 
($52m) purchase of McDevitt & 
Street/ a privately owned gen- 
eral contractor. 

The deal will double Boris’ 
US turnover, following its 
acquisition two years ago of 
Lehrer McGovern, the con- 
struction project manager 
which restored the Statue of 
Liberty. 

McDevitt & Street, which 
last year achieved turnover of 
about 8880m, is the seventh 
largest general construction 
contractor in the US. Its 
operations, based in Charlotte, 
North Carolina, stretch along 
the East Coast from Orlando, 
Florida to Washington DC. 
These should compliment Leh- 
rer McGovern’s activities 
around New York and on the 
West Coast 


The deal comes only a week 
after P & 0 reported a 22 per 
cent fall to £132. 1m in first Half 
profits. 

Operating profits in the 
housebuilding, property devel- 
opment and construction divi- 
sion fell from £82-4m in 1988, 
including a £2L9m gain from 
the sale of shares in Taylor 
Woodrow, the construction 
company, to £27xxl 

Most British construction 
groups have activities in the 
US particularly in Florida and 
on the West Coast following a 
string of acquisitions in recent 
years. The McDevitt & Street 
deal will give Boris one of the 
largest US operations. 

Boris said it was undete red 
by the downturn in theXTS con- 
struction market as the acqut" 
sition was a strategic move in 
the development of its interna- 
tional construction business. It 
did not give details of how the 
deal would be financed. 

McDevitt & Street, founded 
in 1917, operates in a range of 


frtjjyfe-. 


commercial sectors • 

offices and retail devekjpmejds^y y. 
to hotels and residential 
jects. 

It has about 1,600 employees^ i#* 
and has contracts -worth j^:: 
£480 hl It recently switched^ 1 ' 
from tonrtoring for projects td~, £7':' 
working on a fee to manage 
projects for clients, which- . v 
dovetails with Boris’ practice .7' - 
in tH« UK. ,'.y 

Most of the senior manage- ' . y ; 
ment at McDevitt & Street is" 
expected to remain with the 
company and Mr Luther Coch- 
rane, chairman' and chief exec- 
utive, will join the board of 
Boris Inc, the US holding com- 
pany. 

= ;SI# Boris’ 

"chairman and chief executive, 
said: “From the outset we have 
been keen to e&sure that the 
managers who have done so 
much to establish McDevitt & 
Street’s strong standing in the 
industry remain with the com- 
pany.'’ 


Panfida sells 128 stores in US 


By Andrew Jack 

PANFIDA GROUP, the 
Australian-controlled proparty 
and retail company which 
owns the Martins newsagency 
chain, is selling its chain of 
Florida stores as part of a reor- 
ganisation of its US operations. 

The company has sold 128 
stores owned by TOC, a 95 per 
cent-owned US subsidiary, to 
Star Enterprises for $82 .5m 
(£43_25m) plus an amount for 


inventory. The sale reduces 
TOC’s borrowings to 3100m, 
according to Mr Peter Wenzel, 
Panfida’s deputy chairman. 

Star agreed to go ahead with 
the purchase of the TOC stores 
when Munford, another US 
stores group removed its threat 
of legal action. 

Munford had previously sold 
some of its stores to TOC last 
year before going bankrupt It 


threatened to take TOC to 
court, claiming that these pur- 
chases should be included in 
its assets as part of the liquida- 
tion proceedings. 

But TOC has settled with. 
Munford out of court, Mr Wen- 
zel said. As part of the arrange- 
ment TOC agreed to purchase 
the leaseholds of 178 Munford 
stores and pay related claims 
for a total of 321m. 


This announcement appears as a matter of record only. 
August 1990 

Norwest 

Holst 

Norwest Holst Limited 
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Half year results 
(unaudited) 

6 months to 

30th June 90 

6 months to 
30th June 89 

Turnover 

£764.0m 

£620.0m 

Profit before tax 

£l8.0m 

£22-5 m 

Earnings per share 

I32p 

16.4p 

Dividend 

5.65p 

J.65p 


** ft d For a copy of our interim statement write to A.J. Birchall, Company Secretary, 

John Mowlem & Company PLC, Lion Court, Swan Street, Isleworth, Middlesex. 


Mowlem 
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acquisition of 

Rosser & Russell 

from 

Compass Group PLC 


The undersigned initiated the transaction and acted as 
financial adviser to Norwest Holst Limited 

Couniy NatWest Wood Mackenzie & Co. Limited 


PnmyNmWcM Wood Wolrewtli fc Co. UmHod b , 
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Both divisions advance as interim profits hit £ 11 8 . 1 m 

Dalgety up 7 % and set to focus on food 

B y Clay Harris, Consumer Industries Editor 


O ALGETY, the food and 
agribusiness group in the 
miast of re-organisation, 
uu-reased pre-tax profits by 7 
Pff„ cent from £110. 4m to 
in the year to 

June 30. 

Trading profits from continu- 
ing 1 activities rose by 24 per 
cent Dalgety sold its Gill & 
□ulus commodity trading 
units in October and cut its 
stake in its Australian agri- 
business subsidiary from 65 
per cent to 41 per cent after the 
year-end. 

Mr Maurice Warren, chief 
executive, said yesterday that 
DaJgety was now focusing on 
expanding its food busin- 
esses. 

These include Golden Won- 
der crisps and pot noodles. 
Homepride flour and sauces, 
Kattomeat, Prune and Winalot 
pet foods, and Lucas food 
ingredients such as crumbs 
and coatings, 

Dalgety is looking for medi- 
um-sized acquisitions in the 
UK and continental Europe 
which could increase the scale 
of its operations and add new 
products under its umbrella 
brands. 

Mr Warren said, however, 
there were “no easy opportuni- 
ties or easy pickings." He 
added: “It is not easy to make 
acquisitions, not at sensible 
prices." 

But with gearing down from 
63 per cent to 37 per cent by 



Maurice Warren: in a recession-resistant industry 

£ 15.8m (£7.1m). Earnings per 
share rose by 8 per cent to 


AlanEazper 


the year-end and now to a pro 
forma IS per cent, “We can 
take advantage of any opportu- 
nities that occur.** Mr Warren 
said. 

Although he warned of 
harder conditions in the cur- 
rent year, he added: “We’re not 
recession-proof, but we're 
recession-resistant because of 
the industry we're in.” 

On turnover down by 3 per 
cent to £4.63bn (£4.76bn), total 
trading profits fell by 7 per 
cent to £145 .5m (£i56m). Sales 
on continuing activities, how- 
ever, rose by 13 per cent to 
£4.05bn (£3.58bn) and trading 
profits bo £109.5 (£88. lm). 

Trading profits from food 
advanced to £86.3m (£70. lm), 
aided by a £3m positive swing 
on eggs in the UK. Those from 
agribusiness, where Dalgety’s 
interests include animal feeds 
and the world’s leading pig 
breeder, rose to £2&2m (n»n). 

Dalgety separately listed sur- 
plus property profits of £7.7m 
(£9.8m), including £3m (£4m) of 
insurance proceeds after a Ore 
at Golden Wonder's Corby 
plant. The contribution from 
related companies jumped to 
E4.5m (£2.1m). helped by 
improvement at a Zimbabwe 
associate sold after the year- 
end. 

Interest payments fell to 
£39.5m (£57.5m). 

The £I3.5m loss on the Gill & 
Duffus disposal contributed to 
an extraordinary debit of 


36 (33.6p). A proposed final 
dividend of Up lifts the total 
pay-out by 10 per cent to 18.15p 
(16-5p). 

• COMMENT 

The Cinderella of the food sec- 
tor, Dalgety has belatedly put 
its house in spick-and-span 
order. In addition to disposals, 


it has cut annual costs by £3m 
by streamlining management 
and an i mminent move to a 
smaller headquarters. But, 
short of a fairy godmother, it is 
hard to see where Dalgety will 
find acquisitions at prices 
which it can afford to pay more 
than rival bidders. Mr Warren 
places his hopes on selective 
disposals such as Booker's 
planned slimming of Fitch Lov- 


ell. Because Australia has 
moved from subsidiary to asso- 
ciate, pre-tax profits may 
improve only marginally to 
£120m this year. But oarning B 
should grow at a better pace 
than in 1989-90, reducing the 
prospective multiple to less 
than 9. Even if you suspect no 
one would bother to invent 
DaJgety if it did not already 
exist, that sells it too short. 


Meggitt profits static on turnover up 29% 


By David Owen 

MEGGITT, the specialist 
engineering group which last 
year pulled out of taking over 
United Scientific Holdings, yes- 
terday reported static interim 
profits in spite of rising inter- 
est costs. 

Pre-tax profits for the six 
months to June 30 totalled 
£12. 18m, against £12.16m in 
1969. Turnover climbed nearly 
29 per cent to £148.38m 
(£1 15.4m). 

The group projected that 
operating progress could “be 
irurinhiiTtgH in th*» second half", 
basing its confidence on the 
fact that order intake outstrip- 
ped sales in the first six 
months. 

The shares, nevertheless, 
slipped 3V4p to 65p - a new 
1990 low. 


Net interest payable rose to 
£2 .95m (£lJm). Mr Ken Coates, 
group managing director, said 
that pairing was at ahnilnr lev- 
els to the last year-end at 
below 40 per cent. 

“It is an uphill struggle at 
present, but we expect to main- 
tain it for the rest of the year,” 
he said. 

Divisional performance was 
mixed, with “exceptional” trad- 
ing in the energy division tem- 
pered by problems in the elec- 
tronics sector. 

Aerospace increased turn- 
over and profit, mainly as a 
result of expansion in the 
group's civil activities. The 
European controls businesses, 
meanwhile, “made good prog- 
ress" with the performance of 
Sun vie Begler, the instrument 


and controls service company 
bought for £4 .86m last Decem- 
ber, described as “most encour- 
aging.” 

Difficulties in electronics 
have stemmed largely from 
customer delays in the piaHng 
of orders for new ticketing 
machine systems. “The first 
two months of the second half 
have shown some improve- 
ment,” said Mr Coates. “We 
have 80 per cent of the UK 
market, it is time to turn our 
eyes overseas,” he said. 

Earnings per share were 
unchanged at 5p. A similarly 
unchanged interim dividend of 
Lip is declared. 

• COMMENT 

Dorset-based Meggitt continues 
to appear one of the safest bets 


in this sector, with its broad 
spread of focused businesses 
and manageable debt-load. To 
judge by the reaction of the 
shares to yesterday's figures, 
however, it remains out of 
favour in the City: elephants 
and those who have had their 
fingers burnt in bid situations 
(in this case the abortive USH 
episode) never forget. The 
delayed arden in the electron- 
ics division are a worry, but 
thA mrit remained in profit and 
there are counterbalancing 
bright spots In energy and con- 
trols. On a pro sp ectiv e p/e of 
65 assuming full-year pr n fit n of 
£24m, the shares are certainly 
not expensive. But bearing in 
mind the current gloomy mood 
of the market, long-term hold- 
ers only need apply. 





INTERPORT. THE FUND 
MANAGEMENT SYSTEM THAT GIVES YOU 
THE REINS. 


InterPort gives you foil control 
over your international portfolio 
administration. It’s a system you 
can shape to your every need. 

Comprehensive. InterPort offers 
multi-currency, multi-asset, multi- 
portfolio valuations. It integrates 
folly with your other systems and 
includes double-entry accounting 
transactions in all securities 
including fixed income, equities, 
cash, forex, futures and options. 

FmutionaL It provides portfolio 
performance analysis , handles 
confirmed/unconfirmed deals, has 


reporting facilities, comprehensive 
enquiries and full audit trail. 

Easy-to-use. InterPort is menu- 
driven with single data entry. It 
runs on PCs, networks or 
minicomputers, giving you the 
speed and power to process 
complex portfolios with ease. 

Give yourself the controlling 
hand. Call Datastream Sales on 
071-250 3000 for an information 
pack. 

Datastream 

international 
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The Financial 
Times proposes 
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above on 
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For a full 
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Little change 
as Manpower 
makes £18.5m 

By Man! Deb 

Manpower, the employment 
agency group based in Milwau- 
kee which disposed of five of 
its UK subsidiaries last week, 
raised tawH» profits margin- 
ally from £18. 49m to £lBJrtm 
for three to July 

31. 

The profits rise was on a 
group turnover up 3^ per cent 
at £46&8m (£448m) The result 
was bolstered by Manpower 
brand operations - businesses 
carrying the Manpower name 
- which increased taxable 
profits by 12.5 per cent to 
£20.17m on turnover up 14*2 
per cent. 

Mr Mitchell Fromstein. 
gum p chair man, foe Man- 
power brand was considerably 
helped by mainland Europe 
results, whOe economic condi- 
tions in the UK and US 
remained sluggish. 

Over the nine months to 
July 31 group pre-tax profits 
declined 7.9 per cent to 
£39-83m CE43.26B1), while Man- 
power brand profits rose 5.7 
per cent to £47.87m. 

Last Friday the company 
min its remaining subsidiaries 
from the Blue Arrow Group, 
which acquired Manpower 
three years ago, to its manage- 
ment for £l06m. 

The disposal of the nan-BSan- 
power brands will leave the 
company with a major share of 
the UK employment sendees 
market with 120 operations, 
said Mr frumstefn. 

“The strategic realignment 
will allow us to compete more 
vigorously in the world mar- 
ket and relieve ns of a heavy 
debt burden,” he added. 

The group is expected to ask 
shareholders to seek the com- 
pany’s retacotparatian In the 
US, bat retain its quotation on 
the International Stock 
Exchange. 


FA may call 
foul following 
Maxwell attack 

By Andrew Hill 

Mr Robert Maxwell's televised 
response to the tangled situa- 
tion at Tottenham Hotspur, 
the company which owns the 
fanni ng London football dub, 
may land the publisher in 
trouble with the Football Asso- 
ciation. 

The Football League is to 
study a videotape of a televi- 
sion interview given by Mr 
Maxwell at the weekend in 
which he criticised the 
league’s management. 

He was questioned about the 
secret deal to underwrite a 
£i3m rights issue at Spurs, 
which could leave Mr Maxwell 
with between 25 per emit and 
50 per cent of the group’s 
shares. 

If the League decides it dis- 
likes Mr Maxwell's comments, 
it could ask the FA to charge 
the publisher, who is chair- 
man of Derby County, also of 
the First Division, with 
bringing the game into disre- 
pute. 

As well as agreeing to 
underwrite the rights issue, 
Mr Maxwell lent £i.im to a 
company controlled by Mr Irv- 
ing Scholar, the club chair- 
man. That sum was then 
advanced to Spurs. 

The terms of Mr Maxwell’s 
loan, which was made at the 
beginning of August, are 
thought to depend on the 
rights issue going ahead, 
although full details are 
unlikely to emerge until Spurs 
produces a detailed circular 
on the loan for its sharehold- 
ers. 


British Land shares drop 5% 
as restructure is abandoned 

By David Waller 


BRITISH LAND, the property 
group headed by Mr Conrad 
Ritblat. said in a brief 
annornirement yesterday ^ 
it had finally its 

intentions to implement con- 
troversial restructuring propos- 
als first floated last December. 

The announcement 
prompted a 5 per cent tall in 
British Land's shares, suggest- 
ing that the market harboured 
some hopes that a restructur- 
ing would take place in spite of 
the withdrawal of the original 
proposals just before last 
Christmas. 

Mr Rithlafs plan was to split 
British Land into two compa- 
nies in a complex scheme 
designed to narrow the gap 
between the share price and 
the value of the underlying 
assets. 

Although the shares jumped 
on the news, the scheme was 


soon quashed after institu- 
tional investors raised objec- 
tions. 

Under the original plans, 
shareholders would have 
received cash proceeds from 
the sale of the bulk of the prop- 
erty portfolio, while being 
given the opportunity to invest 
in a new vehicle headed by Mr 
Ritblat and his management 
team. 

Until yesterday’s announce- 
ment, British Land had never 
formally abandoned its plans, 
although a difficult property 
market and failing share prices 
in the property sector made it 
look increasingly unlikely that 
even a modified scheme involv- 
ing the sale of assets and cash 
distribution would go 
ahead. 

Nevertheless, up until yes- 
terday the company was offi- 
cially working with SG War- 


burg to f fod a s cheme more 
pala table to institutional share- 
holders. helpin g to prop up the 
share price. 

The shares dropped lSp to 
243p yesterday, putting them 
at a d igffnunt of 48 per cent to a 
brokers’ estimates of net asset 
value of 490p. 

When the scheme was first 
floated at the beginning of 
December, the shares surged 
46p to 403p. against a published 
net asset value the previous 
March of 531p. 

Explaining the timing of the 
announcement, Mr John Wes- 
ton- Smith, a British Land 
director, said that it had only 
emerged “fairly recently" that 
there was no basis for a 
restructuring. 

Meanwhile, the company 
said that it would proceed with 
its expansion programme. 


Metro Radio raises offer for 


Radio Network 


Yorkshire 

By Raymond S noddy 

METRO RADIO, the 
Newcastle-based commercial 
radio group, yesterday 
increased its offer for York- 
shire Radio Network to make 
the deal worth an estimated 
£16 ul 

Metro, backed by Capital 
Radio, Chrysalis and TV-am is 
now offering one Metro share 
and 15p cash for each YRN 
share. There is also a foil cash 
alternative of 170p per share. 

According to Metro this rep- 
resents a 48 per cent premium 
on the Yorkshire share 
price before the bid was 
announced. 

County NatWest. Metro's 
finanrtai adviser, said yester- 
day the share offer was worth 
£15.58m at Friday’s closing 
prices and the rash alternative 
£16.05m. This compares with a 
value of £L3£m of July’s origi- 
nal offer. 


So tax Metro, which runs sta- 
tions in the Tyne and Wear 
and Cleveland areas, had had 
acceptances covering only L6 
per cent of the shares. 

Mr Neil Robinson, managing 
director of Metro, said yester- 
day: “The new offer should be 
a knock-out blow.” 

The company yesterday 
bought 9J3 per cent of YKNTs 
shares in the market. Metro 
now plans to call an egm to 
overturn restrictions in York- 
shire’s articles of association 
preventing it acquiring more 
than 10 per cent To get such a 
change, however, 75 per cent of 
the Yorkshire shareholders 
will have to vote with a major- 
ity in favour of more than 75 
percent 

The Metro manag in g direc- 
tor, who is forecasting an 
increase of pre-tax profits by 34 
per cent to not less than 


£2.17m for the year to Septem- 
ber, said the benefits of the 
new and final offer which 
expires on October 2, were 
overwhelming. 

The new hostile offer is 
being underwritten by Capital 
Radio Investments, Chrysalis, 
Stoner Broadcasting and 
TV-am. 

H all YRN shareholders were 
to choose the cash alternative, 
Capital and Chrysalis would 
each bold 20 per cent of the 
enlarged share capital with 
TV-am on 16.2 per cent and 
Stoner on 8 per cent 

It would be the first move 
into commercial radio for 
TV-am, the commercial televi- 
sion breakfast station. 

Mr Michael MaHett, manag- 
ing director of YRN, which 
runs radio stations in Sheffield, 
Bradford and Hull was unavail- 
able for comment yesterday. 


Kingfis her 
gives Dixons 
undertaking 

Kingfisher, the retail group 
whose £568m bad for Dixons, 
the electrical goods chain, was 
blocked in May by the competi- 
tion authorities, has given 
undertakings to the govern- 
ment not to buy more than 9.9 
per cent of Dixons shares. 

Kingfisher said yesterday 
that it did not h old any shares 
in Dixons. 

The Department of Trade 
and Industry revealed yester- 
day that the undertakings had 
been made following the publi- 
cation of the Monopolies and 
Mergers Commission report 
which found that the proposed 
merger would have operated 
against the public interest 


DIVIDENDS ANNOUNCED 





Gorres - 

TOW 

Total 



Current 

Date of 

ponding 

for 

last 



payment 

payment 

dividend 

year 

year 

Brit Polythene int 

3 

Nov 29 

3 

. 

7.5 


-fin 

3.4 

Nov 27 

3.4 

4.8 

4.8 

Christies Int) 

-int 

2.3 

Nov 2 

2 

- 

a 

Computer People - 

-Int 

2.1 

Nov 6 

1.75 

- 

5.85 

Dalgety 

-Jin 

- 17* 

Jan 2 

10 

18.15 

16.5 

Hawker Slddeley — 

-int 

10 

Dec 31 

10 

- 

25 

tnctieape ..... ■■■■■ 

-int 

4.8* 

Jan 2 

4.5 

- 

A25 

Magnetic Mats § — Jin 

2.1 

Oct 19 

2.1 

3 

3 

Meggitt 

-int 

1.1 

Dec 6 

1.1 

- 

3.3 

Memec — 

-int 

1.65 

Nov 26 

1.50 

- 

6 

Mowfem (John) ——int 

5.65* 

Dec 31 

5.65 

- 

21 

Power Cerp _ — 

-Int 

1-9*7 

Nov 5 

1.8 

- 

5.4 

Ransomea 

-Int 

2.05 

Nov 5 

1.95 

- 

6.15 

Richards 

-int 

1.65 

Nov 8 

1.5 

- 

4 

Second Alliance fin 

22 

Oct 26 

20 

33 

28 

Sherwood % 

-int 

1.5 

Nov 5 

0.7S 

- 

4.5 

Thirls Peridns ——.Int 

2.5 

Oct 31 

2.5 

- 

8 

United Friendly*} int 

3^ 

Nov 7 

2.45 


8-2 


Dividends shown pence per share net except where otherwise stated. 
•Equivalent after allowing tor scrip issue. tOn capital Increased by 
rights and/or acquisition issues. §USM stock. iVCarries scrip option. 
^Irish currency throughout 



United Friendly Insurance pic 


RESULTS FOR THE HALF YEAR ENDED 30 JUNE 1990 



Half Year 

Full Year 


1990 

1989 

1989 


£‘000 

eooo 

£'000 

New Business 




Industrial Branch 




New premiums 

3,450 

3,566 

6,532 

Ordinary Branch 




Life: 




New premiums 

3,598 

3,188 

6,491 

Pensions: 




New annual premiums 

3,254 

1,477 

3$ 18 

New recurring single premiums 

17,800 

12,400 

14,974 

Premiums — Life 

83,756 

83,361 

140,130 

— General 

30,192 

29,122 

58,126 

Profit before tax 

6,982 

10,113 

20,681 

Profit attributable to shareholders 

6,091 

8,110 

16,436 

Dividend per share 

3.50p 

2.45p 

8.20p 

Earnings per share 

7.63p 

10.22p 

20.69p 


■ The 43% increase in interim dividend reflects intention to pay a larger 
proportion of annua] dividend at interim stage. 

■ After tax profits fall by 25% due to loss on general business caused by 
storms and adverse motor experience. 

■ New life premiums up 36% with continued growth in personal 
pensions. 

■ Investment income continues to grow strongly. 

The 1990 Interim Statement will be sent to ail Sharehokteis on 25 September 1990. Copies may be 

obtained from the Secretary, United Friendly Insurance pic 42 Southwark Bridge Road 

London SE1 9HE Telephone: 071-928 5644, Fax: 071-261 9077 

A member of LAUTRO 

The contents of this advertisement, far which the directors of United Friendly Insurance pic are solely issponsaiie. 
have been approved lor me purposes cU Section 67 ot the Financial Services Actl988 by Price Waterhouse aa 

authorised persons. 
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TIMES TUESDAY SEPTEMBER 


IS 1990 


Introducing the German bank that is at home in 
v-^aSEsaSI international finance: WestLB. 



HudOffot. DtaaaUorf 


HEumnOMOW 


Hmg Kang. MaKnum. 
M osc ow Naw'farib Qsdui. 
Rto da Janem. fokva 
TororiKL 


WmkLB belongs at 
the top of your 
shortlist for corpo- 
rate business. 

20 years of experi- 
ence in Corporate 
Finance, the sofidity 
of a state bonk end 


the tearing rota 
ptayadby WbstLB. 
On this sound foun- 
dation. WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 


statfrof-theert tech- 
nology and personal 
creativity: 

ThatS why WestLB 
rightfully belongs at 
the top of your short- 
list ~ from Corporate 
Hnance and Invest- 
ment Banking to 


Treasury. And in a 
global network 
stretching from 
DQssekforf to New 
Yoric and from Tokyo 
to London, WestLB 
is perfectly at home 
where you are: in in- 
te manorial finance. 



WestLB 

TheWbstdautscha Landeebanlc 


PIOTin BA NKING Wlffl A PROmJUttl 
INVEST 


Thanks to our Invest Loan 
programme you can enjoy 
a remarkably high yield 
on your inve s tment And 
your earnings are not 
subject to Danish tax- 
es. 

You deposit just 20% 
of the sum you wish to 
invest in the form of high V 

- interest currencies. \ ' 

We lend you the remaining 
80% in tow- interest currencies. ^ ^ 
And Jyske Bank experts are there ■ 
to advise you on the best investments for 
the highest possible yield. Jyske Bank. 
Denmark's 
largest bank for 
private banking 
(For non- 
residents). 



JYSKE 

BANK 

Bank of Jutland 


DK-lSOi I 
Denmark. 

TeL +4531 2122 22 
Trietec *45 31 21 42 OS 
Member of TSA 


The value of 
your investment 
can go up as 
well as down. 


The JyskB Bank Group has, 


compile 

coupon 


< Fuengjrola, London, 

1 Zurich and HsmbuB- 



ICI Finance (Netherlands) N.V. 

£100,000,000 

8V4 per cent. Convertible Guaranteed Bonds due 1999 

unconditionally and irrevocably gua r ant eed a» to pa ym ent of prin ci pa l, 
premium (if anyj and intcror by, and convertible into Ordinary Sham of. 

Imperial Chemical Industries FLC 

On behalf of die Issuer, Hie Owe Manhattan Bank, NJL, hereby give* notice to 
former Bondholders of the above-mentioned Booth that m accordance with 
Condition 5(C) of die Bonds the Trustee elected bo apply, in s ubsc ription of 
Ordhtwy Shares at the Coovcrsioa Price applicable on 24th August, 1990, the 
principal amount of sudb of (be Bonds due lot redemption on mdi due as bed not 
been duly preaented for redemption before Ac dan: of each election. 

The Onfiuiy Shares allotted on sodh anbxaptiaa hive beat sold and the net 
proceeds of sale have been paid to the Principal Paying Agent for dittrib u tioa 
renatUytotbc bokkTaoftbes ai d uni ii -riwntrd Bcndk£l427JOiitherefa < c u osr|>ay- 
weed Band. StiA Bonds eoaerher w ith all n n m a t ur e d Conpnag 
ihoukl be jraoind for payment at office of the Prtiwpd Paying Agcot:-- 

Tbc Quk Manhattan Bank. NA 
Woofetta Hems*, Coleman Street, London EC2P2HD 
or at dm office of one of die other paying agents nareed on the Bonds. 

ISA September. 1990 
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international 

A unique quarterly source of reference, 
from financial Times Business 
Information, essential to allplayers in the 
international credittnarkets— borrowers, 
investors and intermediaries alike. 

For furrier information coohxfc 
□are Barrett, FT-Crafit Ratings international. 

Marketing Department, Rsafidd Trows Bonnes Information, 
Tower House, Sootkmpton Street, loadon WCZF 7 HA. 
181 : 071-240 9391 Fat 071-240 7946 
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EUROPEAN 
OIL INDUSTRY 

The Financial Times proposes to publish this survey am 
9th November 1990 

For a full editorial synopsis and advertisement drtaik, please 
contact 

Ian Ely -Corbett 
on 071 873 3389 

or write to him at : 


Number One 
Southwark Bridge 
London 
SE1 9HL 
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CAL Futures Ltd 
Windsor House 
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Tel: 071-7992233 
Fax:071-799 1321 



Ransomes held to 6% rise at £7.5m 


By David Owen 

UNFAVOURABLE WEATHER 
conditions and spiralling inter- 
est costs have restricted Ran- 
somes, the grass-catting 
machinery manufacturer, to a 
6 per cent interim profits 
advance in spite of sharply 


combination of the dry 
summer in Europe and pres- 
sure on consumer expenditure 
in the UK has made the first 
six months trading very diffi- 
cult” said Mr Bob Dodsworth, 
chief executive. 

"Neither this situation nor 
the difficult property markets 
are likely to change in the near 
future” he added. The shares 
slid 7p to lQOp - their 1990 
low. 

AZZ told, pre-tax profits for 
the six months to June 30 
edged up to £7.47ra (£7.02m) on 
turnover ahead 60 per cent at 
£94.69m C£59.13m). Net interest 
payable more than trebled to 

£4.82m (£L43m). 

At the operating level, prof- 
its advanced 46 per cent to 
£12£9m (£8.45m). 

The group said that its prop- 
erty bnri not waHo any 
“significant disposals” in the 
first six months. Stripping out 
property, Mr Dodsworth said 
that operating margins were 


ahead of 1989 levels. 

He declined, however, to 
detail the property division’s 
contribution to operating 
profit. 

Mr Dodsworth similarly 
declined to reveal the group’s 
interim gearing level stating 
only that “gearing is generally 
higher at the half-year than at 
the year-end.” 

He said that Ransomes’ tar- 
get remained to reduce gearing 
to less than 100 per cent -from 
116 per cent at December 31 
-during the course of the 
year. 

The Cushman businesses 
acquired last August for $150m 
performed “in line with expec- 
tation.” The acquisition, 
together with Ransomes £9m 
purchase of Westwood - a 
British manufacturer of garden 
tractors, was cleared by the 
Monopolies and Mergers Com- 
mission in July. 

The group was bit, however, 
by "one of the worst seasons 
experienced for sales of con- 
sumer grass cutting machin- 
ery.” According to Mr Dods- 
worth, the French market was 
particularly badly affected. 

On a fully diluted basis, in 
the light of the £53m issue of 
convertible preference shares 
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Bob Dodsworth - very 
difficult first six months 

which part-funded last year’s 
acquisitions, - earnings per 
share slid some 19 per cent to 
6.7p (8.3p). Undiluted, the 
decline was 34 per cent to SJSp. 
An interim dividend of 2.05p 
(L96p> is declared. 

© COMMENT 

The logic of the Cushman and 
Westwood deals still looks 


sound enough. • 

But the tuning is begmnmg 
to appear increasin^y unforta-* 
nate. Rhas left the group foqfc-_ 
tag the bill for higher interest 
costs just when the squeezer® 
operating profit from low con- 
sumer demand and the mark 
bund property market is at its 
tightest. That said, interest 
remains covered between two 
and three times, and the com- 
mercial division appears to.#* 
performing well ^ 

If the lawns of Europe revert 
to a less slovenly rate of - 
erowth next season, the 
group's market position is now 
powerful enough (and its costs 

probably low enough) to enabto 
it to take full advantage of the 
resultant resurgence, in. 
demand. _ _ • 

Where problems could arise, 
of course, is if there is a third;/ 
consecutive dry sum mer. ' 
Assuming foil-year profits of 
£l4Bm, the prospective multi- ' 
pie ct about 7.5 is not particu- 
larly attr a cti ve - especially as 
it rises to nearer 9 when ealeu-' 
la ted on an undiluted ear nin g s < 
K*.rfg it is safe to assume that 
Mr Dodsworth will be an attest- ' 
tive student of .the weather 
forecast for the foreseeable 1 
future. . 


GGT warning triggers fall in sector shares 


By Alice Rawsthom 

-GOLD. GREENLEES Trott 
yesterday triggered a fall in 
share prices across the market- 
ing services sector when it 
issued a profits warning 
because of the deterioration in 
the UK and US advertising 
markets. 

GGTs shares fell by I7p to 
lOlp on the announcement. 
WPP Group saw its shares slip 
by 26p to 487p. Shares in Aegis, 
the media-buying group, fell by 
5p to 225p and in Lowe, the 
advertising agency, by 6p to 
273p. 

Until yesterday’s profits 
warning GGT had been 
regarded as (me of the stabler 
members of the marketing sec- 


tor. Mr Mike Greenlees, joint 
chairman , said the adve rtising 
market in the UK and, to a 
lesser extent, the US had 
become “for less robust” than 
when its preliminary results 
were published in June. None- 
theless, GGT intends at least to 
maintain its In terim and final 
dividends. 

James CapeL GGTs stock- 
broker, has reduced its profit 
forecast for the present year 
from £7.6m to £5m. This com- 
pares with pre-tax profits of 
£7.7m on turnover of £ 199.4m 
last year. 

The group's UK advertising 
agencies - the eponymous 
GGT in London arid Bowden 


Dyble Hayes in Manchester - 
have won more than £25m of 
new business this year, but not 
enough to compensate for the 
reduction in expenditure by 
their existing clients. Mr 
Greenlees estimated that 60 per 
cent of the company's clients 
had cut their budgets. 

In addition the London 
agency faces a £600,000 
increase in property costs. And 
the group most also make a 
severance payment to Mr Dave 
Trott, one of its founders and 
main board directors, who was 
ousted as creative director of 
the London agency this sum- 
mer. 

Mr Greenlees said he expec- 


ted to agree terms of a settle- 
ment with Mr Trott “within 
the next few days”. GGT 
expects shortly to hear the 
res alt of its re-pltch. 
for the Holsten Fils beer , 
account 

The US agencies have been 
affected by the slowdown in 
the US advertising market,: 
which is also being affected by 
economic uncertainty. 

• Lopex. the embattled advtar- ; 
ti-ring group which has been . 
hounded by bid rumours, ye&r' 
terday anno unced the appoint- 
ment of Mr Peter Thomas as its 
new chief executive to replace 
Mr John Castle, who left after 
a boardroom row in July. 


Sherwood Computer records 46% gain 


By Alan Cane 

SHERWOOD COMPUTER 
Services continued its return 

to finanrial health, recording 
pre-tax profits of £850,000 in 
the first half of 1990, a 46 per 
cent increase on the Interim 
stage of 1989. 

Mr Richard Guy, chief execu- 
tive, said improved profitabil- 
ity was: a result of rationalisa- 
tion which led to staff numbers 
falling from 750 to 450. Costs of 
the restructuring were written 
off last year. 


The USM-qucrted company is 
also benefiting from its sub- 
stantial investment in industry 
standard open systems includ- 
ing the Sceptre system for 
Lloyds of London and Thresh- 
old for the local gov e rnment 
housing sector with which It Is 
working with ICL. 

Mr Guy said the company’s 
markets were not necessarily 
growing much but changes ta 
technology presented possibili- 
ties for exploitation. 


Sates were little changed at 
glgjM m. Fully dDnted earnings 
par share were 8-7p, compared 
with 7.8p a year ago, and the 
interim dividend is doubled to 
L5p. 

The company said that a pro- 
portion of the increase is 
designed to reduce the dispar- 
ity between the interim' and 
final dividends paid ta X989 
when the company was recov- 
ering from a disastrous perfor- 
mance in I96&. 


Some 18J9 per cent of Sher- 
wood’s stock is now bald by 
World Software Groups based- 
in the Netherlands. 

This organisation, takes 
minority stakes in Eur op ean 
software and services groups 
with a view fo encouraging, cat 
laboratfamL-- -- 

Sherwood has already 
opened talkes with Vabnac of 
the Netherlands but there are 
as yet no firm developments. . 


Christies unworried by ADT’s holding 


By Andrew Hill 

LORD Carrington, Christies’ 
chairman, said yesterday he 
was stiff relaxed about the 22 
per cent stake in the auction 
house held by ADT, the car 
auction and electronic security 
company. 

In the last 12 months, ADT, 
which reports its interim fig- 
ures today, has increased its 
holding rapidly from below 5 
per cent. 

The auction boose is still 
expanding its network of 
offices worldwide. That was 
part of the reason for a 20 per 
cent increase in Christies’ total 
costs to £89.2m (£57.7m) in the 
first half. Mr Christopher Dav- 
idge, managing director, said 
the group was laying the foun- 
dations for the future of the 
business. 

COMMENT 

Mr Michael Ashcroft knows a 
sound business when he sees 
one: high margins, high barri- 
ers to entry and - if it is not . 
too demeaning to describe a 
200-year-old auction house in 
such terms - a strong brand- 
name. Bat these are difficult 


times, even for Christies. At 
the top end of the market, this 
is a lumpy business - Dr 
Gachet alone realised an esti- 
mated profit of £5m for the 
group. The slowdown in art 
sales is also drawing attention 
to the group’s costs, which 
grew faster than profits or 
turnover ta the first half. At 
least tiie group is investing for 
the future, in continental 
Europe, for example, but inves- 
tors will have to wait for proof 
that a plateau has been 
reached on overheads. Chris- 
ties' share price is stiff sup- 
ported by takeover speculation. 
Take away that prop and at 
least one analyst believes it 
could halve. Even if ADT con- 
tinues to nurse its paper loss 
on the investment, Christies* 
shares are likely to come In for 
a. battering. Second-half profits 
could slip from £32.6m to as 
little as £23m, and on a foil- 
year forecast of £63m before 
tax. the share price is still 
nearly 12 times forecast earn- 
ings. That compares with a 
prospective multiple of just 5 
at Sotheby’s. 
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Christopher Davidge: laying foundations far the future 


HflbBK Bey 
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GrandMet insists 
£50m from Brent 


UK COMPANY NEWS 


on final 
Walker 


UIV. UUlWriMi ■ - — 

Travis Perkins blames interest rates for 21% decline 


By David Churchill, Leisure li 

GRAND METROPOLITAN, the 
food, drinks and leisure group 
yesterday stood by its demand 
that Brent Walker, the leisure 
and property company, should 
pay the £50m final instalment 
due for the William Hill book- 
making group by neat Tues- 
day. 

The William Hill and Mecca 
betting shops were bought by 
Brent Walker last year in a 
complex £685m deal. 

GrandMet's uncompromising 
stance follows Brent Walker's 
decision, confirmed yesterday, 
to seek compensation from 
GrandMet for lower-than-fore- 
cast profits from William Hill 
in its last financial year. If the 
compensation move was suc- 
cessful it could mean that up 
to £160m would be due to be 
repaid by GrandMet. 


Industries Correspondent 

The dispute between the two 
companies looks set to become 
a long-running legal wrangle 
about the terms of the agree- 
ment readied a year ago. 

Last night the dispute wm 
taking some of the heat on 
Brent Walker’s sliding share 
price. 

The value of the company s 
shares has halved over the past 
„ two months. Yesterday, how- 
ever, the shares closed 4p up at 
> 153p- 

\ Brent Walker is due to 
announce its interim results on 
i Thursday of next week. 

GrandMet maintained yester- 
l day that the issue of William 
i Hill's lower-than-forecast prof- 
its was a separate issue from 
a the question of paying the final 
a Instalment price on the pur- 
chase. “We are waiting to see if 


French group to take 
20% interest in ASD 


By Nigel Clark 

THE ACQUISITION of a 20 per 
cent stake in ASD by Usinor 
Sacilor has been given the 
go-ahead- County NatWest will 
now make tender offers at 155p 
for the ordinary shares and 
imp for the convertible prefer- 
ence shares as soon as possi- 
ble. 

The ann ouncement came at 
the same time as ASD, the 
UK's second largest steel dis- 
tributor, reported pre-tax prof- 
its down from £1.22m to £1.02m 
for the six months to the end 
of June. It is passing the 
interim dividend. 

Usinor, the French state- 
owned group and Europe s 
largest steel producer, made an 
jniHai approach in June, which 
required clearance by the 
European Commission and was 
also considered by the Office ca. 
Fair Trading, both of which 
have not raised objections. 

A joint venture between Usi- 
nor and ASD to build a strip 
mill at Barking, Essex is stffl 
being considered by the 




l ■*’ v 

* k - 

* 




nun ai iMuiu^bi — - — _ 

being considered by the 
EC 

Mr Ralph Oppenheimer, 
chairman, said that margins 
had declined by 2^ per cent 


and the group had earned out 
a rationalisation programme 
with a number of businesses 
closed in the Associated Steel 
Distributors division. 

Turnover declined 2 per cent 
to £ 106.5m (£108.56m>. The 
interest charge increased 
£99,000 to EL52m. 

The tax charge was £316,000 
(£ 1.27m) for earnings per share 
of 0.76p (9.4p>. 

Sema shows little 
change at £7. 18m 

Half-year results at Sema 
Group, the Anglo-French com- 
muting services company 
auoted in London, reflected the 
present difficult conditions in | 
the software and services mar- 
keL Pre-tax profits were £7 J8m 
for the six months ended June 
30, marginally up on the 
£7. 12m recorded last year. 

Earnings per share ware 
down to 4.5p from 4.8p last 
year, but there is an interim 
dividend of 0.9p (0-8ph 

Sales for the six months 
ended June 30 at £l80.9m were 
37 per cent up on last year. 


the money is forthcoming 
if it is not, then «”**■{“ 
appropriate action, GrandMet 
said, declining to spell out the 
steps planned. . ^ 

GrandMet is also understood 
to be concerned at the way the 
dispute between the two com- 
panies has become public. The 
company has been tradition- 
ally anxious to ensure that 
both its acquisitions ana 
divestments are carried out 
without any public problems 
on either side. 

“We had a clause in the 
agreement to deal with this sit- 
uation occurring and hoped 
tha t it would be sorted out by 
the accountants," said Grand- 
Met. 

Brent Walker and William 
Hill have retained Touche Ross 
to advise it while GrandMet is 
Coopers & Ly brand. 

Under the agreement last 
year Brent Walker acquired 
£245m of convertible loan stock | 
in a new company. William 
Hill Group, wttn a £350m loan 
facility agreed by the banks. 
Brent Walker is due to buy a 
further £50m of convertible 
loan stock next week. 

It has the option to convert 
1 this stock into William Hill 
ordinary shares at any time 
: after the second anniversary of 
( the acquisition. 


By Andrew Bolger 

THE CONTINUING slack state 
of the the housing market was 
illustrated yesterday by Travis 
Perkins, the timber, building 
and plumbing materials sup- 
plier, which reported a n ear-21 
per cent drop to £13.5m In pre- 
tax profits for the six months 
to June 30. 

The group, which operates 
mainly in southern England 
and the Midlands, said high 
interest rates continued to 
affect the level of demand for 
timber and building materials. 

Housebuilding and repair 
and maintenance activity 
remained fiat while investment 
in commercial properties was 


<te Mr’Tony Travis, chairman . 
J£ f -Market conditions con- 
tinue tobe difficult and ^ 
SSnain so for some tim&We 
are concentrating 
j nu m overheads whilst posi- 
tioning the business for early 
benefits from the upturn when 

this occurs." ... fV ,„ 

Mr Travis said that the 
*Sp continuing to hufld 
its branch network through 
aoniit si Hons. Its new central 
distribution warehouse for 
plumbing and heathy in Nor- 
E ptm became 
in Aoril and was improving 
SaXdsto branch servicing. 


Turnover fell by 3 per cent to 
£178.4m. The net trading mar- 
gin on sales was 7 per cent, 
against 8 per cent in 1989. 
Earnings fell by 20 per cent to 
9 ip, but the interim dividend 
is held at 2£P- 

The group had at one tune 
expected to make £3m to £4m 
from property disposals in the 
current year, but was being 
held back by the flat state of 
the market. In the first half it 
took property profits of only 
£751,000 and does not now 
expect to make more than £2m 
from property for the whole 

yB Mr Travis said about 400 jobs 


had been lost store Travis & 
Arnold merged with Sandell 
Perkins to October 1988. The 
group was now poised «*> bene- 
fit from the merger, but he did 
not see much chance of an 
upturn before the second quar- 
ter of next year at the earliest 

• COMMENT 

The trick with spotting recov- 
ery shares is deciffing when 
they have touched bottom. 
Travis Perkins toscertainiy 
come a long way down fromtts 
neak of 299p less than two 
%o. Yretetdays figure 
were well re<^ved,witoturn- 
over and margins holding up 


reasonably well, and theshares 

sit*— r«aSS 

E?riJrsSkH« 

Sit source, the company 
should make about £26m m toe 

Buyers will hope that, ha^tog 
led the housing market into 
depression, the southeast 
lead the recovery. Pesgmxsts 
may feel they can afford to 
wait a bit longer. 


ALBANY INVESTMENT Trust: 
Net asset value per 20p store 
was 94.4p at August 31 1990, 
against lll.43p a year before. 
Gross revenue for half year 
was £300,221 (£281,765) and net 
profits £215.000 (£205,000). 
Earnings per 20p store 2.1^ 
(2.05p)- Interim dividend 1-2P 
(oip) to reduce disparity. 

GT VENTURE Investment 
Company: Fully diluted net 
asset value per share was 
126.7P at June 30 1990. against 
120 .9 p a year earlier. Gross 
income for year was £l.08m 
(£749,000) and net profits 
£462.000 (£377/100). .famtogs 
per store were 1.6p (2.Q8P) and 
final dividend is 2J5p (2Pi- 
KLEINWORT Smaller Compa- 
nies Investment Trust had a 
net asset value of 144.7p 


(194-7p) per stored Jug 3J- 
Revenue totalled £646.oou 
(£629,000) for the six-month 
period, and tax took _£ UBJU 
(£107 000). Interim dividend is 
SS& at L35p from earn- 
togs Of 2.49P (2.44P). 

NORMAN GROUP cbairman 
told AGM that provided Christ- 
mas trading came up to esti- 
mates, a satisfactory outcome 
for toe year was anticipated. 
At Normans Superwarehouses 
there had been a significant 

ssrayfAs® 

^EAN^ROUP’S offer for 
Tees Towing has closed follow- 


rees ivwuis r rr 
ing acceptance of the offer 
from holders of 100 per cent of 
ir m Total cash consideration 
ImbS and 4.6m shares 


were issued. 

PERKINS FOOD will be intro- 
duced to the Amsterdam stock 
exchange on September 20. 
reflecting its strategy of 
becoming a broadly based 
northern European food group. 
The Netherlands and Germany 
will represent some 78 per cent 

of current turnover. 

P TT.KTN GTON is to. merge 41 
UK downstream insulation 
merchanting operations with 
the Pilktogton insulation divi- 
sion. Combined sales of the 
^lar ged division were £l50m 
last year. 

SHAW (ARTHUR) is buying 
Jackdaw Manufarturing group 
for an initial £2m in U9m ordi- 
nary stores. £430,000 cash and 
£696.000 guaranteed loan notes. 
Further consideration would 


not exceed £500,000. Jackdaw 
mavp« Industrial fasteners and 
distributes engineering tools, 
pre-tax profit for y**®™** 
Starch 31 was S^.OOOjncIud- 
ing exceptional £124,000. Net 

^BuS-SCOTT HoWtogs. 

aSment buy-out its last bust 
ness centre to Winchester and 
toe Hotel to Wolver- 

hLpt^Total consideration 

is about £2J7m- There are two 
purchasing companies, Frob- 
isher Farr (Worthy Park) and 
Frobisher Development (Mid- 
lands). owned 50 per cent by 

Mr NT Wolstenhbhne, a Turn- 
bull Scott director, and 50 per 
cent by Farr, (a company with 
which Mr Wolstenholme has 


no other connection). 

WASTE MANAGEMENT agd 
Servicemaster Partnershg 

have reached an agre«tontto 
form a partaershlp 
WM’s pest control 

and Service masters cansu™^- 

service division. The partoer- 
ESm be called Serewemsg 

ter Consumer Services. wM 
Si bold about 20 
Servicemaster 80 per rent of 
the equity. 

YORKSHIRE WATER: Sir Gor- 
don Jones, chairman, told 

AGM that company had mahe 

a good start m the private seo- 
torand outlook waspromunng- 
There was a capitalmve^nt 
programme of some £2. 
over the next ten years. 
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Continuing to make 
the right moves 


Preliminary Results Year to 30th Tunc 1990^ 

TRADING PROFIT FROM TIP 24 0% 

B ONGOING BUSINESSES £109.5m UP 24.0 


“With gearing down to 37% from 63%, earnings per 
share up 8% and dividend up 10%, Dalgety is in good 
shape for the future.” 


PRE-TAX PROFIT 


£118-hn 


JF Fledgr ling la P" Umi,ea 
Cedar House 
41 Cedar Avenue 
Hamilton, HMI- 
Bennuda 


Robert Fleming & Co. Limited 
25 Copt ball Avenue 
London liC2R 7DR 


EARNINGS PER SHARE 36.3p 


DIVIDEND 


18.l5p 


UP 7.0% 


UP 8.0% 


UP 10.0% 


Maurice Warren 
Chief Executive 



IBih September. 1990 




sSnSORED SECUR1 I ids 


r>AT,GETYB 

Our strategy is paying 






Company ^ rtee 

HW.UW _ 27b 

“ % STSSSS. » ° « « us 

I a bbsf== sS s s ■k « 

SSSS^=3 is “ 

sj « 8 

S « BeamJet*!- — 317 ? ”5 - 

I sSHEwfc S- i aa 

| jab 278 W.SYMM u, (he rales and rt«HlaU 0 M ol tbe 

sSg|mS?SSssSS , =s- 

— - 


Grass 

Change d*« W 

0 10-3 


•Mi 
% P/E 
3.7 7 ^ 




t. .'v^< 




r 


r-yi- 








Mi-mhi 1- ^ 


77 Man-el! *»«■*• ^ 

Tslephmti'. HWf l- 1 - 
Mrmht -I The ISC i. TSA 


. t 



COMMODITIES AND AGRICULTURE 


Canada welcomes 
breakthrough in 
EC fishery deal 


By Bernard Simon in Toronto 

CANADA HAS welcomed a 
European Community decision 
to accept seven out of ten 
quota proposals for fish stocks 
in the north-west Atlantic as a 
significant breakthrough in the 
protracted dispute over deple- 
tion of fish resources off Cana- 
da’s east coast 

Canadian satisfaction at the 
outcome of last week's annual 
meeting of the 12-member 
Northwest Atlantic Fisheries 
Organisation (Nafo) is tem- 
pered. however, by EC refusal 
to accept quotas on three key 
stocks, and by uncertainty on 
the enforcement of conserva- 
tion measures. 

Mr John Crosble, interna- 
tional trade minister, called on 
the EC at the conclusion of the 
meeting in Halifax to adhere to 
all Nafb quota decisions and 
not to set higher quotas for 
itself, as it has in previous 
years. 

The Canadians are especially 
upset that the EC alone voted 
against a resolution to main- 
tain a moratorium on cod 


catches in the once-rich fishing 
area known as the Nose of the 
Grand Banks of Newfoundland. 
The Community set a quota for 
itself in this area last year and 
Spanish and Portuguese trawl 
ers have made significant 
catches there during 1990. 

The three quotas on which 
the EC abstained are 3M cod 
(for which Nafo has allocated 
an EC quota of 6,500 tonnes), 
3LN redfish (no quota proposed 
for the EC) and 3NO witch (no 
quota). The Community agreed 
however, with limits set on 
some other important stocks, 
known as 3NO cod and 3LNO 
American plaice. 

The Nafo meeting also set up 
a working group to develop 
detailed proposals for the 
improvement of fisheries sur- 
veillance and control in the 
Atlantic. Canada and other 
Nafo members are especially 
concerned about over-fishing 
by vessels which are owned by 
EC nationals but sail under 
“flags of convenience 1 * of coun- 
tries like Panama. 


Ireland tries to salvage 
beef trade with Iran 


By Kleran Cooke in Dublin 

MB MICHAEL O’Kennedy, 
Ireland's Minis ter for Agricul- 
ture, has gone to Iran in the 
hope of securing substantial 
export contracts for the trou- 
bled Irish beef sector. 

Earlier this year there were 
indications that Iran was about 
to purchase Irish beef valued 
at more than IElOOin, after EC 
export subsidies had been 
taken into account 

However, Iran delayed con- 
tract signing because of wor- 
ries over BSE or “mad cow dis- 
ease” and wanted direct Irish 
ministerial assurances on the 
issue. And the EC had placed 
an embargo an such ministe- 
rial contacts following the Sal- 
man BitsluHe affair. 

Mr O'Kennedy is making his 
trip after eorplaining to the EC 


THE FINANCIAL Times from 
today will quote two prices for 
North Sea Brent crude oil on 
the forward market, both sup- 
plied by Petroleum Argus. 

The Spot Market table 
(below) will continue to quote 
the second month position, 
which at present- is the con- 
tract for November delivery. In 
addition it will now carry the 
price for dated cargoes, that is, 
cargoes for delivery within 15 
days from the Sullum Voe ter- 
minal in th« Shetland *. 

The second month contract 


the serious difficulties being 
faced by the Irish beef sector, 
which accounts for about 7 per 
cent of total Irish exportsJVs 

the main annual cattle “kill” 
gets under way in Ireland mar- 
kets have still not been found 
for more than 300,000 cattle to 
be slaughtered. 

Last year Iran purchased 
more than 60,000 tonnes of 
Irish beef and was Ireland’s 
second biggest beef market 
after the UK. Iraq was another 
important market for Irish 
beef. 

Much of the trade with Iran 
and Iraq has been controlled 
by companies associated with 
Mr Larry Goodman, the Irish 
beef processor recently 
revealed to be in serious finan- 
cial riifffcmltigs- 


provides a good indication of 
oil price movements. liquidity 
is generally high it, fends., 

to be less volatile than prompt 
prices. 

However, the price for dated 
cargoes provides a good indica- 
tion of the ready supply of oil 
in the physical market ft is 
also used to determine the 
price in a large number of term 
contract sales based on mar- 
ket-related formulae. It thus 
heavily influences what many 
crude oil buyers are currently 
paying for cargoes. 


Demand 
strong for 
Norwegian 
oil licences 

By Karen Fossil in Oslo 

NOBWAY, WESTERN Europe’s 
second biggest oil producer, 
after Britain, has received 
applications for 52 offshore 
hirefrq from 24 oil companies 
for the country’s biggest licen- 
sing round <rfn«» 1965, when 78 
blocks woe offered. 

The 13th licensing round is 

considered to be Norway's 
most important as it is likely 
that fierce competition, which 
will lead to disappointment 
when awards are announced 
next spring, may force some 
oil eranpgnipg to pull OUt Of 
Norway. 

Some 22 blocks in the 
Norwegian North Sea were 
offered, together with five in 
the Walte yi haTiicpTi province, off 
the west coast of mid-Norway, 
and 25 in the Barents Sea. 

The OU «nd Energy Ministry 
said that interest was unusu- 
ally hi g h , with applications for 
shares in most of the offered 
blocks. 

The interest was greatest for 
blocks in the North Sea where 
infra s tructure is well-estab- 
lished, meaning less develop- 
ment Investment would be 
necessary should oil and gas 
discoveries be made; and for 
blocks in the Barents Sea, 
where only traces of hydrocar- 
bons have been found after 
four years of exploration 
efforts. 

Interest in Haltenbanken 
acreage was slightly less 
although new oil and gas dis- 
coveries in the region have 
been made this year. In addi- 
tion, the area is currently 
being developed with infra- 
structure to be established, 
including pipelines and pro- 
duction plaKnym* 

Mobil Exploration Norway, 
the second biggest oil pro- 
ducer In Norway, submitted an 
“aggressive” application for 17 
blocks in the North Sea and 
the Barents Sea, which it con- 
siders a high-risk, high-poten- 
tial frontier area. Mobil’s dril- 
ling programmes will test all 
the remaining prospects on its 1 
current licences in the next 
two to three years, but it was 
forced to relinquish part of its 
exploration budget for this 
year as its partner, Statoil, the 
Norwegian state ail company, 
could not keep pace with 

Mobil’s programme. 

Norsks Shall said Hint ft had 
submitted a “comprehensive” 
application in. which quality 
took precedence over quantity 
in terms of the number of 
blocks applied for. 

“For Norske Shell it is 
important to acquire opportu- 
nities to maintain an appropri- 
ate level of activity. . . the 
13th concession round will 
therefore be very Important to 
the future role of Norske Shell 
on the Norwegian continental 
shelf in the 1990s and 
beyond," the company said. 


Brent crude oil prices 


Tough talk and tear-gas in rural France 

Even farmers who disapprove of the recent violence share the anger that lies behind it 


T elevision pictures 

of sheep being ill- 
treated, lorryloads of 
them being burned alive and 
newspaper headlines including 
the phrase “lamb wars” proba- 
bly persuade the casual 
observer that the current 
behaviour of French farmers is 
all to do with the price of lamb. 

In truth, however, that is 
only part of the problem. The 
fact that truckloads of British 
lambs and carcasses have been 
attacked does of course reflect 
the demonstrators’ anger at 
the unprofitability of sheep 
forming in France. But it is 
only the most visible symptom 
of a much wider malaise which 
spreads right across French 
agriculture. 

Last Thursday I went to cen- 
tral France - to Nevers in the 
region of Nidvre, famous for its 
Charolais cattle. The town had 
been chosen as the venue for a 
massive farmers' demonstra- 
tion partly because of its loca- 
tion but mainly because the 
Mayor Pierre Beregovoy, is 
also France's Minister of 
Finance and therefore ulti- 
mately responsible for aid or 
the lack of it to agriculture. 
The fact that President Mitter- 
rand was once an MP for a 
nearby constituency was also 
seen as significant 
As the estimated 12,000 form- 
ers set off on their march, wav- 
ing banners, letting off fire- 
crackers and bird s carers, I 
walked with them and invited 
some to air their grievances. A 
few when they realised I was 
an English farmer who kept 
sheep among other things 
pushed me roughly away and 
refused to talk. 

But most were only to 
pleased to tell me of their 
plight 

The prices they were receiv- 
ing for the whole range of meat 
products — beef and park as 


FARMER'S VIEWPOINT 



By David Richardson 

well as lamb - were down on 
last year they told me. I tried 
to explain that the samp, situa- 
tion applied in the UK. 

I doubt if they believed me, 
in fact they appeared con- 
vinced that British farmers 
receive some under the counter 
aid which was not publicised. 
Beyond that they had little 
interest in the UK except to 
tell me of their land taxes, 
which they rightly assumed 
British formers do not have to 
pay, and to go home and stop 
importing New ZaalanH lamh 
because that was the reason 
for my lower prices and also 
meant 1 had to export English 
lamb to France. 

Most of the French formers 
appeared even more angry, 
however, at the flood of cheap 
meat that had been coming In 
to the EC from newly democra- 
tised eastern Europe, where 
governments are desperate for 
hard currencies. It is of low 
quality and cheap and is 
nnitermiwinff markets all OV6T 
Europe they told me. “We have 
no protection from such 
imports," they said, “the EC 
has as many holes as a colan- 
der." 

“Then the Community allo- 
cates financial aid to SUCh 
countries so that they can buy 
food to replace that which they 
have sent to the West,” said 
one irate livestock breeder. 


“C’est une scaadale." 

Inevitably the problems of 
BSE, the cattle brain disease, 
came up in conversation, 
together with its depressing 
effect on demand for beef even 
though it has not yet been offi- 
cially identified on French 
forms. And then there was the 
drought over large areas of 
France for the second year run- 
ning which had stopped the 
growth of grass and other fod- 
der crops and seriously 
increased the cost of keeping 
livestock. 

“But I thought your Minister 
of Agriculture had promised 
aid to help those with the 
worst drought problems,” I 
said, referring to a £120m cash 
package and a £L80m worth of 
forgiven social security pay- 
ments, announced a couple of 
weeks ago. 

That really was a red rag to 
a bull. Agriculture minister 
Henri Naffet was useless, I was 
■ told. He had promised similar 
aid two years ago and again 
last year and no-one had seen 
any of it yet, claimed my infor- 
mants. And they went an to 
tell me how the ex-form prices 
of sunflower seed, oilseed rape 
and wheat had all declined sig- 
nificantly over the past few 
years while their fixed costs 
had risen. 

I was told that- many French 
formers could not even earn 
the national minimnm wage; 
that the French Government 
and the EC were determined to 
drive many of them oat of 
business; and that 30 per cent 
were already at the point of 
bankruptcy. “That is why we 
are here — to let the politi- 
cians know that we will not 
tolerate ft.” 

At that point the main body 
of the mar ch arrived at the 
Prefecture, the offices of the 
federal government in the 
town and therefore a focus for 


the farmers' auger. A groap 
the most militant began shak- 
ing the enormous steel rails 
and gates and succeeded in 
swaying the whole structure so 
violently that it seemed possi- 
ble they would break it down. 

Enter a contingent of CBS 
riot police, a thousand of 
whom had been sent to the 
town in anticipation of trouble. 
Paradoxically they became the 
target for violence, first eggs 
were thrown at them, then bot- 
tles of slurry, animal waste 
brought for the purpose, and 
later stones from the road and 
parts of traffic lights and road 
signs that had been demolished 
by the demonstrators. 

The police showed commend- 
able restraint but eventually 
lobbed a few tear-gas grenades 
among us. As for as I could 
see, however, they did not 
make a single arrest in spite of 
extreme provocation and In 
some cases bruises from the 
demonstrators' missiles and 
sticks. I could only assume 
they had been ordered to stay 

COOl and avoid nmlriwg a UHSty 

situation worse. 

Those formers 1 was speak- 
ing to and their leaders who 
harangued the crowd later al a 
rally in the town’s Parc des 
Expositions claimed that they 
had hoped fear a peaceful dem- 
onstration. They also apolo- 
gised for the actions of “a few 
extremists” who, overwhelmed 
by their frust r ati on, had dur- 
ing previous days burned Brit- 
ish sheep. But while they said 
they disapproved of such 
actions and would not do such 
things themselves, they went 
on to express understanding 
for the fewHng g of those who 
did commit them. 

The meeting laBt Wednesday 
between Sk Simon Go uriay the 
President of the NFU of 
England and Wales and his 
counterpart in the main 


French farmers’ organisation, 
the FNSEA, was^ dearly 
designed to defuse the aitu» 
turn between the French and 
the' British. : They j ointly 
demanded a package or urgent 
aid from the - EC; which 
included an extension i of mtfiF 
vention buying for beef And 
increases in subsidies together 
with a range of similar me* 
sores for sheep. But Apicul- 
ture Minister Ray MacShany 
gave little cause for .opti mism 
when he met on Friday with 
Copa, the European farmers 
or ganisat ion. The situation, he 
is reported to have said, was 
outside both his control and 
the Community’s budget 

Meanwhile the formers back 
in Nevers were talking tougb. 
They were not they said, pre- 
pared to sit by and allow tbmr 
industry to be destroyed by 
politicians who did not appreci- 
ate farming any more and 
imports from Comecon coun- 
tries. 

“Do you remember the Paris 
riots of May 1968?” one of the 
form leaders asked me. With- 
out waiting for my reply he 
rpnHnnpd' “if the French Gov- 
ernment and the EC d o not 
hflip us through this 1 desp erate 
crisis; if they do not - ensure 
that we receive fair prices; if 
they do not stop unfair compe- 
tition from third countries I 
predict that the towns and 
cities of France will be overrun 
by angry formers fighting for 
s urvi val. This moderate dem- 
onstration is only the begin- 
ning.” 

I. think he meant it I decided 
ft would not be a good moment 
to remind him of the current 
Gatt negotiations in Geneva, 
the objective of which is to 
remove all subsidies and pro- 
tection from world agriculture. 
Instead I left quietly, still wip- 
ing my eyes from the effects of 


Inconclusive talks leave cocoa pact in limbo 


THE ANNUAL meeting of 


By David Blackwell 

THERE IS no chance for any 
renegotiation of an Interna- 
tional cocoa agreement with 
economic clauses until debts 
owed under the existing agree- 
ment are cleared. 

That is the view of Mr Peter 
Baron, the West German dele- 
gate who has chaired the Inter- 
national Cocoa Organisation’s 
council for the past year, and 
who left the world of cocoa 
after 15 years at the weekend. 

Mr Baron, who has now 
moved into the West Goman 
Agriculture Ministry's section 
dealing with wine, believes 
that the ICCO should now con- 
centrate on making firm deci- 
sions on research and promo- 
tion. He is also convinced of 
the importance of maintaining 
the organisation as “a perma- 
nent forum to discuss interna- 
tional problems - this should 
not be underestimated.” 

Last week’s ICCO talks can 


the International Coffee 
Organisation got under way 
yesterday, but not much 
progress is expected before 
heed delegates from the US, 
the biggest consumer, and 
Brazil, the biggest producer, 
arrive next week. A Brazil- 
ian delegate mW he did not 
expect any clarification of 
his country’s coffee policy 
this week. 


only be described as inconclu- 
sive. Mr Baron tried to get 
agreement on a plan to sell 
cocoa from the 246,000-tonne 
buffer stock in order to raise 
fimds to support research work 
by the International Cocoa 
Genebank in Trinidad. 

Producers opposed the idea, 
favouring direct contributions 
from the 48 member countries. 
But consumers were not in the 


mood to consider direct contri- 
butions when producer coun- 
tries still owe the ICCO more 
than $150m. 

All the council gave the 
genebank plan was formal sup- 
port, and agreed to approach 
potential donor agencies for 
contributions to a capital fund 
of $16 ul 

The international agree- 
ment's future is secure until 
September 1992 - last March 
delegates extended the agree- 
ment until then, with no eco- 
nomic provisions. It is possible 
that it could be extended by a 
further year. Once the agree- 
ment is over, the buffer stock 
will have to be liquidated ova: 
a period of 4% years. 

The main problem facing the 
industry has been overproduc- 
tion, and the threat of the 
buffer stock coming onto a 
heavily oversupplied market 
concentrated minds wonder- 


fully last March. The ICCO last 
month estimated the 1989-90 
surplus at 150,000 tmimi - the 
sixth consecutive surplus. 

A paper circulating at the 
talks suggested that a nhniTar 
surplus could continue to be 
produced until the 2001-2002 
season. However, not much 
attention was devoted , to the 
paper - issued under the aus- 
pices of the United Nations 
Conference on Trade and 
Development and the ICCO. 

Mr Baron, who described the 
paper as “the worst economic 
document I bare ever seen.” 
admits that several years of 
surplus lie ahead, but by then 
the current low prices will 
have begun to curb production. 

There is still room for an 
increase in consumption. Tm 
not too pessimistic - the mar- 
ket will reach a balance in 
three or four year’s time, 
maybe.” 


Guyana misses . 
bauxite target 

'GUYANA’S ’ BAUXITE 
production in the first half of 
this year was 755^60 tonnes, 
3L3 per cent more than in the 
first half of 1989, but below the 
lm-tonne target set by the 
industry, wirites Canute James 
in Kingston. 

According to the stat&owned 
Guyana Mining Enterprise, 
metal grade bauxite production 
was 587,760 tonnes, 7.6 per cent 
mare than the first half of 1988, 
but 25.7 per cent below the pro- 
duction target 

Production of calcined 
hamri te F .at 167j600 toaufesj was 
4d:£ per cent more t*wm in the 
corresponding period of 1989, 
but 2&5 per cent below the tar- 
get 

Production was affected by 
heavy rainfall and a lack of 
adequate transportation, the 
company said. A target of 2Jm 
tonnes of bauxite has been set 
for this year, fallowing produc- 
tion of L35m tonnes last year. 


WORLD COMMODmES PRICES 


MARKET REPORT 

Gold closed at $380 a fine ounce 
on the London bullion market 
yesterday — a level at which solid 
resistance was encountered. A 
convincing breach of that level 
would be seen as very 
constructive, dealers said. By 
midsession gold futures on Comex 
were holding on to early gains 
posted on speculative buying after 
Nymex crude futures hit record 
highs. One analyst cited rising 
oil prices as a barometer of 
increasing Mideast tensions and 
also noted the soft dollar. On the 
LME cash lead fell by over £17 
to £438 a tonne. Traders were 
not surprised at the fall in view 
of the recent lacklustre 


London Markets 


SPOT MARKETS 

Crude on (per bsmri FOB) 


+ or- 

Dubai 

S2&JSS-B.7S 

+ 1.00 

Brant Blend (dated) 

S35. 10-530 

+ 1.75 

Brent Bland (November) 

S323O-2.30 

+ 1-50 

W.T.I. (1 pm esq 

S32.12-2.16 

+ .685 

OH products 



(NINE prompt deRvery per tonne Cl F) 

+ or- 

Premium Gasoline 

*419-421 

+ 4 

Gas OH 

*277-279 

+ 10 

Heavy Fuel Oil 

*114-117 

+ 3 

Naphtha 

$322-322 

+ 15 

Petroleum Argue Esttmataa 


Other 


+ or - 

Gold (per troy or)4» 

*39000 

+3.75 

Silver (per troy oz )4> 

480C 


Platinum (par troy oz) 

S457.TS 

+ IL50 

Palladium (per tray oz) 

SI 05.77 

+037 

Alisnlnlum (tree market) 

*2240 

+ 106 

Capper (US Producer) 

138%C 

-1% 

Lead (US Producer) 

50.0c 


Nickel (free market) 

510c 

+20 

Ttn (Kuala Lumpur market) 15.34r 

+ 0.10 

Tin (Now York) 

271.0C 

+1JD 

Zinc (US Prime Western) 

91.00o 


Cattte (live woighqt 

ioo.fiop 

-aw 

Sheep (deed welghqt 

127.67p 

-158* 

Pigs (live weJghl)t 

82.8SP 

+384* 

London daily Sugar (raw) 

5285, Oa 

+3j6 

London dally sugar (white) S309-7q 

Tate and Lyfa export price £220.5 

-03 

Barley (Eng Bah teed) 

El 14 JO 


Maize (US No. 3 yellow) 

E149W 


Wheat (US Dark Northern) 

fa*3q 


Rubber (Oa)V 



Rubber pMV 

62500 


Rubber (KL RSS No 1 Oct) 241.0m 

-180 

Coconut on (Philippines^ 

*277 -Sv 

-2J50 

Palm Oil (Malaya tan)§ 

52BS.0W 

+150 

Copra (Philippines^ 

S205.0y 

+ 10 

Soynbaona (US) 

£148 


Cotton "A" index 

8050c 

■0.4 

Wool tops (64a Super] 

433p 



£ a tonne unless otherwise stated, p-pamoa/kg. 


c-cents/lb. r-ringgli/kg. q-Sop/Oct. t-Dac. u-Octf 
Dec v-Oct/Nov- w-Oct z-Aug/Sop y-Nov. tMeat 
Commission overage teMtecfc prices. " change 
from a week aga ^London physical market 
9CJF Rotterdam. 4k Bullion market close. m-Ma- 
layafan cante/hg. 


performance of the market, with 
significant activity absent from 
the physical sector. Copper prices 
moved ahead, with sentiment 
supported by the tightness of 
nearby physical availability. 
Dealers said that while the Minero 
Peru strike was continuing, 
downside moves would probably 
be treated as buying opportunities. 
Aluminium edged ahead — 
traders said the market continued 
to attract regular bouts of profit 
taking as it advanced and they 
viewed this as healthy for the 
maintenance of the bull trend as 
it prevented an overbought 
situation developing. 

Compiled from Reuters 


SUGAR 

- London POX 

(S per tamo) 

Raw 

Close 

Previous 

High/Low 

Oct 

2 sa.cn 

254 AO 

28040 254.40 

Dec 

243.00 

265.00 

248.40 246.40 

Mur 

238.00 

Z3S.BO 

2*0.40 23&0Q 

May 

238. GO 

236.00 

240.40 237.00 

Aofl 

240.00 

239.00 

239.00 239.60 

Dec 

245.00 

239.00 

245.00 23a00 

Wteta 

Close 

Previous 

Hlgh/Low 

Dec 

319.0 

304.0 

312.7 303.7 

Mar 

32Q-0 

305.0 

313.7 304.7 

Mar 

318.0 


303.0 


Turnover; Row 3392 (t 483) lota at 50 tonnes. 
White 396 (1232) 

Parte- White (FFr per tonne): Oct 1830. Dec 1810 
Mer 162a May 1617. Aug 1680 


GRUHM.-H Sfbarrel 


Latest Previous High/Low 


Nov 

33.00 

30.72 

32J20 30.05 

Dee 

31.10 

29.08 

30.40 20.50 

Jan 

29.G0 

27.96 

29.00 28.75 

IPE Index 

30.31 

3131 


Turnover 5555 (8039) 

GAS oa. - 

■ am 


Sfloraia 

t iteat 

Previous 

Hlgh/Low 


Oct 

27M0 

26200 

271.75 263.00 

NOV 

266.75 

26150 

271.00 26350 

Dae 

267.00 

260.00 

28850 263.00 

Jan 

26250 

25450 

26250 25750 

Feb 

249.00 

24450 

25350 24550 

Mar 

239.20 

23450 

241.00 237.00 

Apr 

22&00 

222,00 

22750 22750 


Turnover 9324 (9910)tot9 of 100 unties 


TEA 

There were 20325 packages on offer this 
week Including 1JB00 offshore reports the 
Tea Brokers’ As m d s ttan. There was 
Improved and more general demand. New 
season's came to a stranger market 
Medium and brighter Ikjvoring Africans 
proved generally dearer while plain sons 
met increased support Ceyfens attracted 
impr ov ed c om pe ti tion with brighter leas 
dewvr and plainer descriptions often 
advancing sharply. Offshore toes met 
selective demand. Quotation* Guaifiy 23Sp 
nominal, medium I 20 p. taw medium 60 p. 


COCOA 

- loodaw PM 

£ttmm 


Close 

Previous 

HlgWLow 

Sep 

726 

719 

723 717 

Dec 

758 

7S2 

7W7 762 

Mar 

791 

785 


May 

SIS 

810 

819 811 

Jul 

832 

831 

840 831 

Sep 

854 

853 

860 851 

Dec 

877 


877 874 


Tumoven 2700 (5219) lots Of 10 tonnes 
ICCO Indicator prices [SDRs per tonne). Dally 
price tor Sep 14 99U2 [1005.06) 10 day average 
for Sep 17 991.83 (994.96) 


COmat - London POX C/tonrm 



Ctaae 

Previous 

HlgWLow 

Sep 

583 

587 

580 575 

Nov 

616 

608 

612 505 

Jan 

621 

813 

522 808 

Mer 

620 

622 

622 814 

May 

63S 

638 

635 

Jul 

648 

654 

860 648 

Sep 

680 

889 

871 


Turnover 3629 (4116) lots of 5 to nn es 
ICO Indicator prices (US cents per pound) tor 
Sep 14: Comp, daily 7UI (74.46). 16 day aver- 
age 77.19 (77.33) 


POTATOES - are e/tonne 



Close 

Previous 

Hlgh/Low 

Nov 

88.0 

85.5 

845 

Apr 

1305 

1325 

1315 130.0 

May 

1475 

1475 

1465 1455 


Turnover 137 (96) lots of 40 tonnes. 


aoYABKAn muiL - bps 

C/tonne 

Close Previous 

High/Low 

Dec 115.00 

114.00 


Turnover IS (0) lots of 20 tonnes. 


W8BOHT wmnm — hex yio/tae* point 



Close 

Previous 

HlgWLow 

Oct 

1220 

1220 

1220 1215 

Jan 

1223 

1220 

1220 1215 

BF1 

1200 

1197 



Turnover S3 (364) 


ORAM 

- an 


C/tonne 

Wheat 

Close 

Previous 

Mgft/Low 

Nov 

113.40 

113.76 

113.00 11350 

Jon 

117.45 

117.7S 

11755 117.30 

Mar 

12085 

12150 

12150 121.00 

May 

12450 

12455 

12450 12450 

■artey 

Gtesa 

Previous 

HlgWLow 

Nov 

11250 

113.10 

112.80 112JS 

Jan 

115.70 

117.15 

11050 

Mar 

12075 

12050 

12150 

Turnover Wheat 2*3 (328). 

Barley 18 (52). 

Turnover toes of 100 tonnes. 

PtOS - 

an 

(Cash Settlement) p/kg 


Close 

Previous 

High/Low 

Sep 

108.3 

mo 

1055 


Turnover 2 (10) lots ef 3350 kg 


LONDON METAL ■XCHAMON 

(Prices supplied by Amalgamated Metal Trading) 

Close 

Previous 

Hlgh/Low 

AM Official 

Kerb dose 

Open Interest 

Altsalnlum, 987% parly (* per tonne) 



Total daUy turnover 28£43 tats 

Cash 2200-10 

3 manta 2082-4 

2190-200 

2085-00 

2240/2200 

2112/2084 

2236-45 

2093-8 

2094-5 

74,578 lots 

Capper, Grads A (E par tome) 



Total dally turnover 22.050 tats 

Cash 1779-80 

3 months 15605 

1743-7 

1548-7 

1768/1710 

1565/1555 

1775-80 

1560-5 

1688-8 

11BUJ71 tote 

Lesd (£ par tonne) 




Total daily turnover 3.108 tats 

Cash 438-40 

3 manta 4455 

<55-55 

480* 

433/432 

458/440 

431-3 

440-1 

448-9 

11.304 tote 

Metal (* per tonne) 




Total dairy turnover 2.777 tots 

Cash 1100050 

3 months 10775-800 

10750*00 

10600-25 

11100/11050 

10800/(0650 

11070-100 

10875-700 

10776-825 

9,031 tote 

Tin (S per tonne) 




Total daUy turnover 1,927 lots 

Cash 5810-30 

3 months 8930-40 

6800-15 

5320-30 

8825 

6030 

682590 

6830-40 

5930-5 

5.525 tots 

Zina, Spvcbl Mato (toads (* per tonne) 



Total daHy turnover 7.290 tote 

Cash 1578-80 

3 months 1480-3 

1686-90 

14849 

1615/1575 

1620/1485 

1590-6 

1498-502 

1485-00 

20253 lots 

LMC Ctastng U* rda 

SPOT) 15040 

3 months: 15733 

6 months: 1.8446 

9 months: 1.8213 


LONDON BULLION 


Gold (litre oz) * price 

E equivalent 

Close 

389 1,-390 *4 

204*2-205 

Opening 

3873,-388** 

203*2-304 

Morning fix 

387.90 

20X302 

Afternoon (lx 388.40 

204302 

Day's high 

390 Vasal, 


Day's low 

38712-386 


Coins 

S price 

C. equivalent 

MspMaol 

399-404 

209-212 

Britannia 

3BM04 

209-212 

US Eagle 

3QD 

209-212 

Angel 

390-404 

209-212 

Krugerrand 

300-302 

204-208 

NawSov. 

82-84 

4SV4g*i 

Old Sow. 

92-84 

48 *,-491, 

Noble Plat 

46320-47060 

242LS0448L75 

Stow Ax 

p/One ox 

MS CIS equhr 

Spot 

250.70 

471US 

3 months 

268.86 

48320 

6 manta 

288.70 

497.40 

12 north* 

28335 

617.45 


TRADD OPTIMIS 


Atomtatam (89.7%) cue Puts 


Strike price S tonne Nov 

Jen 

Nov 

Jan 

1950 

232 

128 

22 

96 - 

2100 

129 

68 

66 

1ST 

2200 

78 

42 

IIS 

392 

Capper (Grade A) 

Cafls 


Pule 

2800 

213 

151 

97 

101 

2900 

147 

104 

68 

158 

3000 

96 

68 

118 

214 


Codes 

Now 

Jan 

Nov 

Jan 

590 

66 

81 

4 

11 

600 

30 

48 

18 

28 

860 

10 

27 

48 

87 

Cocos 

Dec 

Mar 

Dec 

Mar 

700 

77 

88 

IB 

47 

750 

48 

53 

40 

.73 

800 

28 

46 

70 

106 

Brant Grade 

NOv 

Doe 

Nov 

Dec 


3000 200 


3050 
31 SO 
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GOLD 100 troy oz4 S/troy oz. 
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Hlgh/Low 


Sep 

380.4 

386.1 

0 

0 
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390.0 

3864 

380 3 

3882 

Nov 
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0 

0 
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mo 

332-4 
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403.4 
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oa 
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0 
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0 

0 
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0 

0 
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494.0 
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Sop 

ST TA 
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13340 
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132.50 

Nov 
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0 

0 
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127.76 
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129.50 

127.30 
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125.75 

126.40 

125.10 
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12026 
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121.20 

11990 

Apr 
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118.16 

0 

0 

May 

1184)6 

118JD 

1174)0 

116.90 
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0 

0 
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oa 

SMS 

31.78 

33.10 

3256 

Doe 

3128 

30.13 

31.13 

30.76 
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27.78 

28.70 
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8440 
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Dec 
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8504 

8804 
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8685 
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8800 

8840 

Feb 
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7430 

7275 
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0 

0 
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Jul 
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0 
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95.80 

97. is 

9585 
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0 
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0 

0 
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a 
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May 
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1063 

oa 
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Hlgh/Low 
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72.75 

7020 
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7265 

Dee 

71.85 
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72.96 
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May 
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7385 
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7090 
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73.88 
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67.98 

67.75 
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■ Hlgh/Low 
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15450 
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132.10 
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0 
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23.68 

23 S3 


Dec 
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24.09 

2480 

24.10 

2383 


Mar 
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LONDON STOCK EXCHANGE 




ares recover after a weak opening 


survived what quity market 

difficuk JSS* pro ^sed to be a 
Snff frn ^ 1011 ^tenlay, ral- 
sigrtifiS®* “ test <tf a 
edte int^ r su PP°rt level to 
final US 5 tITl ^^tory in the 
ever ttad h*B- How. 

ovIr- OD ttmi rS warned against 
tha» »«Si Porting out 

SSl tratiuie volume remained 

SSI despite s™ mod- 

«t buyujg from the big invest- 
ment institutions. 

PTSP Qnal reading showed the 
rr-SE index at 2 . 0943 . a gain 
°£ °-5 on the day but stffl short 
l the -,100 mark which hag 
a~ a V r d a . significant testing 
area for the market both on Its 
*ay up and, more recently, on 
its way down. 


ANALYSTS downgraded their 
end-of-year forecasts for 
Hawker Siddeley for the sec- 
ond time in two months, and 
the shares fell to their lowest 
since October 1937 as the com- 
pany announced a drop in prof- 
its and made gloomy predic- 
tions for the future. Half-year 
profits were down to £66.6m 
from £93. 2m and the share 
price plummeted 44p to 42Sp on 
a turnover of 1.1m. 

BZW had downgraded for the 
full year from £210tn to £175m 
in July when Hawker Siddeley 
announced £27.5m in provi- 
sions for its power station sec- 
tor and an anticipated 10 per 
cent drop in profits. 

Securities houses said the 
July predictions were still too 
optimistic. Yesterday BZW 
moved its estimate lower to 
£165m and said it was "too 
early to buy” as the company 
announced that difficult world 
trading conditions were likely 
to persist or even deteriorate 
further in the second half erf 
this year. 

Mr Miles Saltiel of Hoare 
Govett had been reckoning on 
profits of £1 62m -at the lower 
end of the forecast range, 
which ran between £I60m and 
£180m-but he downgraded to 
£157m. Kleinwort Benson 
would not comment on its pre- 
vious estimate but said it had 
downgraded to £168m. 

GrandMet steady 

Grand Metropolitan recov- 
ered from a weak start in the 
wake of the disclosure that 
Brent Walker is seeking com- 
pensation for an alleged short- 
fall in profits at companies it 
bought last year. 

The market was reassured 
by GrandMofs defence against 
the allegations that profits at 
William ESI] and Mecca betting 
shop chains were "substan- 
tially” below levels stated at 
the time of their £68Sm sale. 
The unpaid consideration of 
£50m remained due on Septem- 
ber 25 and GrandMet said it 
would "take appropriate legal 
action to protect its position." 

GrandMet bounced from the 
day's low of 554p to dose at 
567p, a net improvement of 3, 
on steady trading. Brent 
Walker retreated from its ses- 
sion high of 156p to end at 
153p, up 4 on the day. Traders 
said there was still concern 
over what might be revealed 
by Brent with its interim 
results, due on September 27. 

Mowlem higher 

There was widespread relief 
in the building sector with 


Accountancy 
firm names 
chairman 

■ KPMG, the world’s largest 
accounting and consulting 
firm, has appointed Mr Jim 
Butler, currently senior 
partner of the firm’s UK 
practice, as its new chairman 
from January L 

He takes over as cha i r m a n 
of the KPMG executive 
committee from Mr Larry . 
Horner (of the US practice), 
whose term of office ends on 
D ecemb er 31. 

A new post of chief executive 
yd deputy chairman of KPMG 

will go to Mr Johan 

Steenntefier, currently senior 
partner of KPMG’s 
Netherlands practice. He takes 
up his position on November 
1. 

■ BANCA SKRFIN SNC erf 
Mexico has appointed Mr 
George M. Gunson as general 

manager of the London branch 
and vice president for Europe 
and the Middle East in 
succession to Mr Marcos 
Mendoza Sf ariseal who has 
been appointed senior vice 
president with responsibility 

for foreign branches at bead 
office. Mr Boy F. Brlnsden has 
retired and Mr Mike Walker 
has succeeded him as manager, 

treasury. 

■ MELVILLE STREET 
INVESTMENTS, the 

Edinburgh-based venture and 


In early trading the market 
fell 21 points to the FT-SE 2,072 
area as it returned from a 
weekend featured by an almost 
entirely negative UK press, 
which warned on recessionary 
pressures on the UK economy. 
This fkll took the index back to 
the end of August, when It 
traded down to 2,051.2. 


Dan-Air owner Davies & 
Newman fell I45p to 190p 
yesterday after offering to sell 
its engineering operation, 
which employs 1,525 people. 
Bid speculation has led to 
erratic movements in the 
shares since the company said 
in May that it was seeking 
a partner Virgin Atlantic and 
British Midland each have 
stakes of more than 3 per cent, 
while the family of Sir Fred 
Newman, the chairman, 
controls more than 60 per 
emit. Davies & Newman is 
continuing with “the broader 
review of the company’s 
business.” 

interim results from John 
Mowlem, the construction 
group. Profits came out at 
£18m, which is 20 per cent 
down on last year's £22_5m, but 
the shares, brushing aside the 
recent trend in the sector, 
responded positively. 

The results came in at the 
lower end of the range of fore- 
casts, but analysts were reas- 
sured by the accompanying 
statement and the shares 
attracted good support, moving 
up 5 to 2S7p. Sir Philip Beck, 
the chairman will he was con- 
fident the company would 
achieve satisfactory full year 
figures. 

Building sector analysts said 
they would probably edge 
down their full year forecasts 
from around the £62m level to 
just below £S0m. 

International stocks had a 
mixed day, largely reflecting 
technical adjustments after 
sharp movements last week. 
Beaters lost 17 to 8I0p, but ICI 
added 13 at 842p and Glaxo 
climbed 15 to 729p, 

Overseas trader Inchcape 
weakened after revealing 
interim profits 5 per cent 
higher at £92.8m. Sentiment 
was hurt by the company’s 
statement that it "is currently 
faced with more difficult condi- 
tions in some markets.” BZW 
edged its current year profits 
forecast £2 Vim higher to £185m 
but trimmed the 1991 estimate 
by £5m to £197m. The shares 
lost 10 at one point before fin- 
ishing at 22lp, down 8 on the 
day. Volume was a busy 1.2m 
shares. 

Water stocks continued to 
p e rfor m well against the wider 
market, sustained by their 
defensive qualities. But there 
was slight concern that the 
forthcoming Labour Party Con- . 
ference might prompt some 


Yesterday’s rally was erratic 
and the final improvement 
owed much to Wall Street, 
whit* also reversed an early 
fell to show a gain of 2.72 Dow 
points in London trading 
hours. Seaq volume reached 
only 239.1m shares for the ses- 
sion, a feeble comparison with 
the 420.9m shares traded on 
Friday when the market 
reacted to the warning on prof- 
its from the chairman of ICL 
Equities were led from the 
futures market, where the 
FT-SE contract showed a dis- 
count for much of the morning 
before managing to reestablish 
a tiny premium in fete trading. 
Company news continued to 
hurt the market, although 


Davies 8k Newman 

Share price (pence) 


mrnm- 


Jan 1990 Sep 

Sourea :Ptoa»— n 

selling pressure if there are 
constant references to rena- 
tionalisation of the industry. 

Preliminary figures from 
Bryant Group, the house- 
builder, once more showed the 
damage wrought in the house- 
building sector by the pro- 
longed period of high interest 
rates. Bryant’s profits more 
than halved from £51 .4m to 
£20 Jm, with the company tak- 
ing a £9m provision on its land 
bank and a £3m provision on 
commercial property. Ms Krya- 
tyna Brzeskwinski at Hoare 
Govett pencilled in a £2S.5m 
forecast for next year. 

Travis Perkins, the building 
supplies retailer, moved op 5 to 
167 p, with dealers relieved that 
Interim profits, £l&5m against 
£17m, were not worse. 

The rest of the building sec- 
tor remained under moderate 
pressure. In the leaders. Tar- 
mac attracted heavier than 
usual turnover, 4.5m shares, 
and lost 7 more to I94p, with 
dealers becoming increasingly 
nervous about the forthcoming 
interim figures scheduled for 
September 25. 

Taylor Woodrow, reporting 
interim s this morning - BZW is 
going for £40m, against £452m, 
and Hoare Govett for £39m - 
eased 2 to 20lp. 

In the second liners, Evered 
came under more persistent 
selling pressure and fell 5 more 
to 85p, 

Another housebuilder. Coun- 
tryside Properties, gave up 4 to 
99p, but the reappearance off 
US buying interest sustained 
George Wimpey, which edged 
higher to I74p. 

Advertising agency Gold 
Greenlees Trott warned that 
current year profits would fell 
short of the market’s expecta- 
tions. It said that since June, 
when it revealed preliminary 
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APPOINTMENTS 


development capital company, 
has appointed Mr Eric F. 
Sanderson, Chief executive of 
The British Linen Bank, 
Edinburgh, as a director. Mr 
D. Bruce PattuHo has resigned 
as a director off Melville Street 
Investments due to his 
increasing commitments as 
group chief executive and a 
deputy governor of Bank of 
Scotland. 


director of the wholly-owned 
subsidiary of Bowater. 
BOWATER WINDOWS, the 
European window company 
whose UR subsidiaries include 
Halo, Staybrite. Zenith. 
Sparplas Zenith and Bowater 
Projects. 

■ Mr Julian Pycraft has been 
made chief exe cutive of 
MALET SECURITIES. Malet 
Securities specialises in 
structuring asset backed 
investment opportunities in 
Eastern Europe. 



■ Mr Adrian Goodenongh 
(pictured) has been appointed 
company secretary by 
pharmaceutical wholesaler 
DNICHEM. Be joins Unichem, 
which plans a November 
flotation, from Tate & Lyle. 

■ Mr Geoff Bawson has been 
appointed group financial 
director of LITCHFIELD 
GROUP, Derby. He was finance 

director of APV Baker. 

■ Dr Son Shakesheff has been 
appointed group managing 


some traders suggested that 
the heavy fell in Hawker Sidde- 
ley shares, after the announce- 
ment of the previously antici- 
pated lower interim profits, 
had been overdone. 

"It is as if some analysts are 
living on another planet," said 
one trader scathingly, pointing 
out that Hawker's poor figures 
bad been well signposted and 
that, moreover, market views 
on the outlook for corporate 
profits have darkened even 
more since the board of the 
engineering group issued its 
warning. However, on the 
more positive side of the mar- 
ket, ICI rallied from Friday’s 
fell and Glaxo, which reports 
profits this week, also per- 


resuits, conditions for advertis- 
ing agencies in the UK and the 
US had deteriorated. GGT fell 
17 to 101p, while WPP lost 28 to 
485p in sympathy. 

Christie International posted 
a 17 per cent rise in interim 
profits to £40m, but the com- 
pany said it expected “an eas- 
ing in the group’s sales in the 
short term, and it is unlikely 
that the outcome for the sec- 
ond half will exceed last year’s 
record.” The company’s broker 
S.G. Warburg cut its forecast 
by £8m to £64 m. The shares 
recovered from a fell of 10 to 
close just a penny lower on the 
day at 257p. 

Rank Organisation contin- 
ued to suffer from last week’s 
downgradings. The shares bot- 
tomed at 546p before closing at 
550p, down 8 on the day. 

Yorkshire Radio jumped 22 
to 166p on news that Metro 
Radio had increased its take- 
over offer for the company to 
SlSBxn. The new offer is one 
Metro share and 15p cash for 
each Yorkshire. Metro eased 2 
to 151p. Both companies are 
quoted on the USM. 

FT-A All-Share Index 




■ 





Equity Shares Traded 

Turnover by volume (mSfon) 
B a W np ; 
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B Hr Michael Johnston 
(pictured) has been appointed 
managing director of LEE 
SPRING, the UK subsidiary of 
Lee Spring Corp, New York, an 
American spring 

manufacturer. Previously Mr 
Johnston provided 

management services for the 
company. 

■ Ms Christian Stdebottom, 


formed welL 

Traders commented that the 
institutions were “nibbling” at 
some sectors yesterday, as they 
have bees over the past week 
or so. By never dealing above 
the bargain size and price 
quoted on the Seaq screens, 
institutions appear to have 
moved some’ cash into the mar- 
ket without attracting atten- 
tion. Liquidity levels are stQl 
high, with one fund said yes- 
terday to be an exceptional one 
third liquid. 

Despite this potential sup- 
port for the London market, 
most strategists expect the 
Footsie to test new lows, espe- 
cially if there is an outbreak erf 
actual fighting in the Gulf. 


Heai’s and also French chil- 
dren’s wear business Jacadi 
helped the stock firm 2 to I30p, 
Turnover was a strong 2 .9m . 

The continuation of a buy-in 
programme from GUS pushed 
the shares 4 better to 969p. 
GUS said it bad bought 150,000 
for 970p each. 

The clearing banks were well 
supported towards the close, 
with KatWest 7 higher at 264p. 

But the merchant banks 
with substantial stock market 
trading activities were persis- 
tently sold. Kleinwort Benson, 
suffering from the costs of fin- 
ancing its purchase of the near 
30 per cent stake in Premier 
previously held by Burmah- 
Castrol, dropped 9 to 293p. 
S.G. Warburg, which has a 
substantial marketmakiug 
presence in the London equity 
market and is bong hurt by 
the sharp contraction in corpo- 
rate activity, lost 8 to 31?p. 

The top quality life stocks 
performed well. Legal & Gen- 
eral ed g in g to 376p and 
Prudential 3 to 205 Vi p. United 
Friendly held at 290p, sus- 
tained by the good dividend 
and despite the lower profits, 
which in common with other 
insurance groups, were hit by 
the storms in the UK during 
January and February and also 
by increased household and 
motor claims. 

Cable and Wireless fell 
sharply, closing 16 down at 
449p on 2m. Specialists said the 
shar es were upset by worries 
over trends in currencies and 
that they had recently outper- 
fonneded the market. 

A profits downgrade by 
County NatWest - "to take 
into account evidence of lower 
subscriber growth rates at 
Vodafone and the impact of a 
slowing economy," upset Racal 
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Electronics, which fell 7 to 
148P, having equalled the 
year’s low of 147p earlier in the 
session. County trimmed £10m 
from their current year fore- 
cast to £280m, and £2Qm from 
their 1991/2 forecast to £360m. 
Racal Telecom fell 11 to235p. 

Memec added 6 to 161p, 
boosted by the 25 per cent prof- 
its improvement and the 
increased interim. 

The oil share market was 
described as “disappointing" 
by one dealer, who said the 
market had ignored the latest 
upsurge in crude oil prices. 
November Brent advanced 
$1.60 to $31.95 a barrel. BP 
eased 154 to 365p with 6.1m 
shares traded, while Shell 
slipped 4 more to 487p on 4Jm. 
British Gas was 254 off at 219p 
on 5km. 


Sentiment over Hawker Sid- 
deley’s profits warning hit 
engineering issues. BZW said 
the news had been "the last 
nail in the coffin" for shares 
already hurt by the weakness 
in BTR and the downgrading of 
Rolls-Royce. GKN lost 5 to 
323p, IMI fell 4 to 209p, TZ 
dropped 9 to 212 p and Vickers 
was knocked back 5 to 212p. 

British Aerospace fell 12 to 
553p following news that Saudi 
Arabia planned to buy US 
fighter aircraft as part of a 
£10.5hn arms spree in place of 
a provisional deal with BAe to 
buy 48 UK-bum Tornados. 

Ransomes. the maker of 
grass-cutting machinery, lost 7 
to loop on a negative trading 
statement. The company 
annonneed profits of E7.5m, up 
from £7m, but said that the 


combination of the dry sum- 
mer in Europe and pressure on 
consumer expenditure in the 
UK had made the first six- 
months’ trading very difficult 
Neither this nor the troubled 
property markets were likely 
to change in the near future. 

The market was unim- 
pressed by a rise of only 
£13,000 to £12.2m in half-year 
profits for Meggitt and refused 
to be swayed by the directors' 
statement that the medium- 
term prospects were encourag- 
ing. The shares deefined 354 to 
65 p and BZW cut its end-of- 
year forecast from £27 Jim to 
£25m- 

■ Other Market statistics, 
including the FT-Actuaxies 
share index. Page 30 
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Food retailers staged a late 
run as analysts publicised 
their optimism over Tesco’s 
interims due tomorrow. They 
said sales and margins were 
strong and the shares, which 
had been firm all day, added 2 
in tiie last hour of trading to 
dose at 229p, a net improve- 
ment of 3. Salisbury and 
Argyll performed similarly, 
each turning a fall of a penny 
into a net gain of 2 to 3Mp and 
237p respectively by the dose. 

Trading in Asda continued 
to be busy in the wake of the 
sale at the start of the month 
of the 5.45 per cent stake held 
by the Canadian Belzberg 
brothers. Turnover yesterday 
reached 9.4m and the shares 
edged up V4 to 11 5p. 

News that Storehouse is to 
sell UK furniture retailer 


formerly marketing director 
off Dentiy Potteries, has been 
chosen as PHO NEP OINTs new 
marketing director. 

■ Mr Grant Sessions has 
become assistant general 
manager (banking) (rf BANCO 
SANTANDER, London. He was 
corporate banking manager. 

■ Professor Andrew S. Goodie 
has been appointed as a 
part-time non-executive 
member of the board of 
NUCLEAR ELECTRIC. He is 
professor of geography at 
Oxford University. 

■ Mr Peter Whittington, 
formerly financial controller, 
has been promoted to general 
manager and financial director 
at CALEDONIAN CABLES. 

■ At TOOTAL GROUP Mr 
David Hardy has become a 
non-executive director. Mr 
Hardy was until very recently 
executive chairman of Globe 
Investment Trust and is 
currently chairman of London 
Docklands Development 
Corporation, MGM Assurance 
and Bucki n g h am Interna tio na l . 

■ HE WHEN STUART CRANE 
HIKE has appointed Mr David 
Lane as a director. He was 
regional manager, responsible 
for the company's Walsall and. 
Gloucester depots. 

■ At BIOCOMPATIBLES Dr 
Stephen Charles has been 
made research and 
development director. He was 
previously at Amersham 
International. 
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232*2 1+3 *1 


H 




0.17 




160 

7%f 

0.65) 

l»&6%f 

t2^ 

as7.7a 




2-0 


3.7)13.0 


23 
3.9 115 

3.9 14 
2-t 7 
0.9 
57 9. 
5.C IOJ 
81 
22 12.0 
95 IOJ 
33 1L7 

4.9 


4 4)12 2 


INDUSTRIALS (MisceL) 


W** 20 *a WSB Barnett 2p..fl 

83 4S %Do. 8p CmPrf....Y( 
97j 3* Aaroaon Bros. lOp-O 

173 Abheycrest lOp y 

17 AberfbyleHMgs.8h-y| 
75 |Alnp«jFurtUaelS.y, 
, 175 Vex’draWlna'llkr.H 
|08% U6Hart«BTU25-J 
26 Allied Part. Sp..... a 

163 Alunusc- y| 

335 Amber tod. 10p.....< 
1* MaMnCmZhp 
163 Mmer. Bus. Spun.' 
952 Amo 1 Group Free A. 

38 Anglo Uld -....I, 

9* Mpollo Metals lOp.y 
10 *j MteBoWaUPrafc«_y 
10Arley..._ 


211) 

ZrtJsl. 

s 

£26% 

£22? 

12JJ 

18 


| 

I 

£56V 

I2j 

53C 

190 

110 

278 

59 

611 

75 

395 

473 

221 

123 

148 

ia 

170 

29 

280 

320 

£16%. 

43 

188 

92 

38 

17 

345 

159 

102 

15C 

a 

88 

LH 

1« 

235 

35 

31J 

°55* 

121 

155 

29* 

21S 

M 

62 

209 

15 1) 
71 
b07 
96 
155 
205 
27i 
13! 

501 

104 

170 

m 

-3* 

16! 

227 

uc 

250C 


Jen*' 


133WAF tots. 7«2P..... 
306UAH. 




l63toQL8eSm3iwi' 

221 Assoc Brit Ports. -0 
3 (Assoc. Enemy 5p.... 
61 MsmUted Farmers 

tftBSStSBSZ 

65 Aukett Assocs. 5p..y 
343 Avon Rubber £L...( 

132 BBA Group f 

82 to 67gcCaiRdCrPf.y 

204 BET 

32 AfiLP Group lOp... yl 

455 BDC Group d 

45 BSGInt. lQp 9 

357 B5S Group zdp yf 

307 BTR. a 

700a. Warrants 92/93 B 
44 Da Warrants 93/94 3 
108 BTR Iblex A5050. 

29 1> fBTSlOp. 1 

196 Baird (WmJ50p..|. 

146 > Bar Is Hldgs. yi 

10 Bariu Group IrlOp... 
115 Barrett IHenryl US 

ffl&i 

llOUrifsl lOp0 
35Mea*aco5p....... yj 

48 Mectenhan Grp. Spy 

7 leklwlOp-- —I 

6 lesson Group lOp — yl 

267 BretMk 10a yl 

107 Blbby(J.»50p — 0 
95 FBIhun &6seol0p y) 
105 BilLun UJ lOp — yf 



106 Black CP) H 
9C yfliiKUrt Toyuup..0 
161 BodyontcMfll y 

20 BogodGrp A 10p...y 

247 Boots « 

4iflBmuwr£l f 

' 7.75% Dr.P1 — y 

mflore.imiUp-1 


15( Brallhwaiie £1 

16! BranxnerZOp I 

44 KnotoaHlirlDa.^ 
30 Bridgrod Croup ldai 

126 Bridoo . — -I 

I 55 Mdporl-G20p....a 
rth WwtartoysNZSOi.l 
473 Jrii AerapacrSOp-d 
I 81 to.7.75g(Net)Pf._y| 

100 Nhtl. Blofldjtock — yf 
149 Brit Fitting! 20p.. yj 
193 BriLPteytlHwhA-yl 
95 to. 7**pca.«.W-d 

119 Brit Suet SOp. d 

161 British Vita. H 

399 B. H. Prop. SAL.... | 
81 HtaagiM Ktot^s 2Dp..y 
108 Brooks Service...- .yl 
100 Brown &Taatte. —yf 

11 Bullers.. ■■ 

10* BumdeK5p- v 

129 Mrbs TechGro Mp-i 
I 2* CH Inttastls lqo — Y 
L10C HB Packagtag ITrlS ( 

I 49 ChT Group 10p_. u y 
191 CSRASL - 

52 

121 CTxfl&lrKhMS*-] 
103 ^aflflfl9hwsz0p..i 
SSCaparolndslp — f 

163 Cape 

335 Jo.a4pcCtt0»PI_ 
146 MUpiu Group — v 
Z1C carte Si-.....™- » 

I 47 Lego Control 12*3 ay 
3* £flssidrBmUh....i 

53 fdth«Pacinf.„. . 
8*2 Caahtai Group Sp-.-J 
37 >lqtlOB20a.-..| 

3% HMM 


■aP 5 


•uc 
272 
59 
131 
16* 

7! 

191 
413 
177 
2X 
9* 

51 
71 
16 

6C ... 

7 SMCatLShemmodls.. 

ft 

43) 0fOetergateGrp.Spy 


KenL Shetrtmod 


2-0 5 71(87) 


LH 


1 425 


o7 si a 

M2. 

OJ 3.7 : 
*2.1 1.7 
TL2 4.0 
.< 3.2 
1 2.9 
8% - 
166.23 3 * : 


MSiW 
0 75) 
18.? 
L5.0 


sf : 


7 r* 


2.31 


3.* 9 
- 48.0 


16J 


5 J 85 


%*> 


I 7.H 


- 8J 
7)102 


7-9 


INDUSTRIALS (Miscel.) -Contd 


1990 

High Low Stock 
132 udiQwftainOrpSp^Y 
US 84 VOmm Light HKS5._. 
413 24* Christies inTI5p...E 

196 113 Claybltbe Y 

12 7 KleamurtSo...- v 

Ll 7ijMiallvgBtlflc.SO.OlY 
43 24 Kenuc Groan 5p-y 

22* 17UComnnitT Hospital y 
71 15 *Co of Desigflen5p.y 

281 235 "tfavurPwfrSP i 
71) 45 ^nL5atlnn , jl0p..y 

l ;3 Coofcon SOp 0 

106 Cooper (Aiaid lOp y 

43 fCopymore 5p._ .. f 
101 Cornell Parker "A* 5py 
15fCDruaBeKhl0p.-1 

157 CosaH. 

27l CotkUulds 


E .) Units... -y 
tomato ^S.1 
Mgs. 10p-v 
GrP-5o.-.y 

nm5p — Y 

85 Maries «0.Y.I5p..y 
lllDnislMfroy). — P 
152 Mean & Bam Sp.. I 

207 De La fin. ( 

11 Delate? lOp y 

16 0 Inkle Hee< 5p. v 

159 Diploma 5p I 

61 Douwi Park lOp- B 

S8Doctus5o. V 

, 8B*0oiphto Pat* 5p.-.y 
£24^JnbiSkwtr Corp. USS1... | 


Dyson U. 
Do. ’A-- 


102 7d_DO.’A- 0 

481 323kcc. 

90 4^ere. 

327 Z7CEIS. 0 

11 17lp Cagle Trust Z%p 

115C Tfflff (Elan C6rp IR0.04- 

46 21 ilbief lOp v 

11! 61 Elders IXLSA1 

126 64ELecol0p Y 

£31 Ufa% Electro hnc 8Kr25... 

32 67 Elga Group 5p. 0 

£28% U9% Elkem AS NK50 

15% %Iswlck5p. — yi 

72 50H£iO« Hldgs 10p--v| 

202) 40Enki»f Hase&raopa 
, 31 Do. 7WpeC*Pf....ri 
mUUfcC Esselte AB5Krl2>i-J 

65 Eicallbur Group— 3 

203 Expamet IntT fl 

121 Fenner 0 

l%e *Ferromet Grp lp — y) 

31b Flatus. 

fee Fitnrilttn. V 

16! 132 WrhrCSteflnoiu- 
17* 8SF1exelioCr& W....y 

29! 131 FlogasIREOTO y 

31 12 Fobd I ml lOp. y 

46 23 Worwrll Grp lOp. y 
81 56 r renctiniwO10p._y 

=50** 16i* ICC Fleer iFwtnih ID, y 

-.'776 tosteiner. f 

185) 145jGtorosCrp.20p.-Y 


81 

246 

176 

6*z 

391 

121 


£Uta 

“I 

*a^ 

2% 
350 

IDs 

iS 

1M 

660Glaxo5Op. — I — d 720 
lOWoode Dwram5p— B U« 
w Grafton Group see BUILDIN, 
130GrampUfl Hldgs.- 0 130 

^Wiranada — g 

67UhL 7*jpcOPrf UJp^ 

175KGt Southern 10n..yi 
wlEJ&ftrt5p.y 

Dicwood Sfcs.m yj 

BWatoft-GcpSta-y 
£20% □3%hianaitoeatedFn»IL. 

£191, LUijDo *8' 

118 4%HalbHmB&6du5|Lri 

185 137lHalraa lQp M 

66 4»lanssoa Into. 3a..M 

ss ifew 

249 19266 


INDUSTRIALS (MbMl Jj-CmjM- 
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18-0 2.4UM Z- 4 


-1 


177) -1 


+3 


Z5|0.7f 
tm.i%20jf 

5.6 O.fl 
1-8 5.3 
3J 2.0 
4.8 ZS 

5.7 

7.85 1.71 
6.0 2.0 
13.25 l3 
*15 
0.95 Iti 
8.5 2.3 
5.75 2ffi 
13.35 4J 

3.7 2.0 

■S a 

5.C 0 

19.6 2.0 
t33 L0 
1X0.4! Z.4 


4.9 1 

3.5 U-6 

5.2 (41-U 

6.5 3.0 
4 0 11.2 

6.4 73 

8.9 

9.4 6.3 
S3 UJ 

6.6 (120 

7.0 73 

6.2 7.9 
126 51 
4.6 S3 

4.9 U.7 

25 - 

4.9 4| 

9.0 4 
7 9 8-1 
9.4 9.1 

5.0 IOJ 


0.65 

(05^ 
«20% 


6.60 2017 j] 27 1 
7%' 


-1 


|Q182% 23 

3.7! 1 
OLB% 0! 
01 
132 231: 
3.63 20 
gd2t _ 
173 3.01 
, 4J2 20: 

1U7.5 20 
SM 2.0 1 


&. TIMBER 



14| 

3«| 

3? 

33*0 

49| 

i?3 


210 160{Hawtal VV&ltlog 5p- <q 
8 {Hawthorn Leslie 3pfl 

14ij HawUn 5p yi 

50 iiw (NormakllOp— t 

9tHarlP 1 

240 Hepworth f 

131 Hewitt (J.) 1 

338 255 High-Point lOp—y 
105 88 sawders Tech lflp_i 

248 205 IHaniby Group Sp — 1 

141 81 Htu^EUmOp— ! 

20* 152 Hunting U 

94 61 Do. S’* pc Dr Pf yl 

376 Z71 Hmrtingdn Inti. 5p_yi 
162 80 HiuittotgfaTediSp.ri 

94 58 |HntdiWhapHIQSc_| 

142 102ISA Lmwattaral 5 b.yI 

£84 £70S SHSLSen.*r OOESJ 
316 95iwPlnt'( — ri 

95 5OMbaHI0B. y) 

70 60 5W*iTai«Grp.2^i.yJ 

120 toterearopeTechdOpM 
60 pea Hldgs LOp— y) 
135 botnut ......yf 


57 
143 
260 
2826 
147 
97 
196 
•15 

t 

143 

190 

1M 

•3m 

120 

*U5%| 

20 

157) 


C33W25j,tOm AMU V KrSB— 


77 

262 

5* 

II 

96 

•71 

35C 

25! 

12C 

90 

145 

307 

95 

86 

245 

400 

142 
372 
112 
251 
111 
UU 

185 
55 
87! 

553 

•1334 

109 

103 

167 

■32 

149 

1310 

44 

163 

•UC 69 
39 
65 
140 
153 

143 
9! 

X 

•IBt* 


U 


! 14 J 7J 
7.2 9.9 
B.f 19 JI 
0.7 
■il: 

3.6 IM.l) 
35 6.4 
10.: 5-5 
6.! 13.2 
5.9 

4.0 U.7 
7* 7-3 

2.0 
3.C 93 
9.1 164 
45 82 
4 9 14.4 

1.7 75 4.7 

- 15- 

202 1 


fa3O ili0 


143 I. S. PadutogrlOp. yf 
174 iartineHdg25c..-.f 
98 pjvdlne Strategic.. 
440 JoimMCteanero-yi 
222 JdiKCfl Maubn £1 0 
282 Johnston Grp. lOp— w 
60 JountanCT.) lOp— ' 
19 Kalamazoo lOp— I 
21 Kalon Group 15p_ | 

44* Kelsey Inds. d 

26 fKnnhrrjrSp y| 

470 KenftawMJ5p....v| 
19 Kingsgrange 10a. .y) 
35pKltQrUtUeGrp5p-0 
85 Ktoen-£-Ze HB 

63 -awte* vj 

158 He Crtuset FF035. y) 
112 Li I iBlulllOp ri 


£49%H34%fLII*y (EID 

140 7mrncat Group lOp... 
47] 5fHrtcoln Hook-.. I 

3) lffrDo. Wrmts. yi 

Untoo Park SOp... yl 

41 21 Liooheart 20p H 

44 28 Lnino Fame ft hn 1 

24J 143 London Intsl Idp- 1 

199 156 Low* Bonar5(ta.-.l 

& 

111] eODo.7-Z5pCrPU5p.yj 


38 HflY Hldgs 10p....y 
100 McLeod Russel.— yt 

154 Macarthy 20p SJ 

153 MacfartawGp.....f 

95 RavnliaGnHetUlPV 

50 llanpowe - 5p. a 

UC Marling Hid. 10p.. y 

2 FMaaiprlm lp y 

24 fMaytorn Group 
3* Mayflower Op.; . .. 

48 Medeva 10p._ y) 

84 Meirilfe Group 10p..y| 

159 IMctsec lOp yf 

13 ll(*AIMSrtU%p-i| 
151 MIT1E Group 50p..yj 
221 Morgan Crucible... ■ 

96 h. 7JpcCnrlhdPrf..yj 
29! UosaK tows. 10p...yl 

67 NMCGrp 12>jp....R 
blDo 7.75pcHCrPrfy| 

20 1MWCtknpaun..vf 
93 HetnraBNAlOp...^ 
10! Sate Group lOp—y) 

1U toreros,— a 

ISC torfalfe House 5 ol.y| 
32 tartan Group y| 


1233 ' 
038 I 

, 20 

us«n : 

. , t3 M '■ 
|-tt|MLW 

TH.ft . 


aBS 2 Jl 
72S 

| fh3G7[ ill 

wIsj) 


4.0 ia 


3.0 O 02L11 


_ 4^Lsrtlt5n. yj 

£17! aufeagpcCteiwi. 

64 3u0fflce & ElecL y) 

26 10»OwnHecA lp— . y) 

115 ---- - 

11 
19t 
13: 



1990 I 

vr**- ^ 

2M 21! SincWrWm.) — 0 

il 

276* 2096 Do. EqaltyUrtg.-* 

2M 195 5mll)is Inds. 25p~.« 

ja 

245 Spear (J.W.) .f*3 

6 lepecuum 5p- - y •.‘W 
94 Spring ton 10p— P 104| 

S6 Stag FurnlUW Y 

40 RuWss Metal— Y 

165 Stal-PlusSP-j.-.— % 

131 Sterling lndsJ*zP— 1 

^ SSihhi'G^ 
^iSSSSTf-t 

111 iSMltowhel'dSly 

15 

IB! Syltnae — Y 

151 rSN._ 0 

42 FTIS Rate* 5p V 

Ul IT Group y 

167tU4% Takare. . — J 

60F MhnurlsWp— • -Y 
1 15 to8*jpc Pri 2C03.-y 

82 flams (John) 10p--y 

84 Third M lie IW.- — 9 
72 ATlmley (ElUal 5p_. V 

65 HTton lOp.— y 

34 Tullule. 

217 Tomklos 
IOC Da5J«KGeOMPrf.y 

87Do6t»peC«nW-y 

665 ToothHI (R.WJ. — Y 

175 Toye .— .Y 

206 Trafalgar Hse.20p...c 
4 NVMmHMiSD.OLi 

* iTubuiar Edg’ten 5p t 
Ul (IDO Hldgs 10p.....y 

16 IrtgrauplSp Y 

601 Unilever 5fl -0 

3 JnllrwrNVFM — 

2 UtdGumatee5p-t 
IOC rn. duttni Strtoj 1*1 
154 Vinton Grp. 20p— . V j— 

82 MfSP HMgs. 5p._.. ¥ 

4* Walter Cwttflflk— I 
14C ttnr Howard 5p -V 
£59 fy WarisUa AB Fk-i-'L 

151 Wassail 5c I 

21 lriaMlhdtkted!t-l 
52 kumaa PafUkl I*P t 

411 WeHcooNL ■ 

9 IWeipac 7p y 

8 West Industrie* 5p...V 

31 Westa+r lOp y 

31C Whatman 5p v 

236 Whtteeroft- I 

8*2 WMmw LttonZOg. y 

2h Do. Wrrnts.. y 

21 Whlttlndm 5p....y 

7 iW(dnqr4p f 

144 Wilkes (JLI — y 

t Wllka Ire Groups — 5 
72 to. Cv. Cm. M.Prf-y 
206 Williams HMgs.... c 

82 Do. %> Or PI y 

89 to5%peC>ltdPr..v 
11 VllllmUJ— y 

* Wills Group......... y 

7*j WHshawSp y 

250 Wobetar -I 

14C Wood Uwttanl 5p-t 

9C WorceswlOp v 

33 VgnMagttiUIlUg.v 
70 iwyto Group. — 8 
lOfl Windham Grp 15p—v 
___ 8C 7RM10 
320 21C YaJe&l. 

80 AOrouogffl.l 


'fed 

igffl.) 0 


+ 2 : 


Gris WE 
9.1 7.7 
5A 6j* 
7 Jt 9.4 

... 8.6 32 

IftS 2.£ 3.2 14J 

n U ^ OtD 
JlJ 6.C IW 
Iwilc 2 J Z7m| 

li 17 7 } il 

[ ib^ge 45 3.4 bi 

d04 2LS 05 12.1 
75 25 111 48 
lU 2.6 35 3.9 
tS.5 2.0 4.4 10.4 

ja m V 4 


ikk 


-si 


z:.\ 5 ji 


-1 


8.C 23j 
tlO.TS 
li 
14C 
10.63 


+2 I 


-b 


«a 

25 9i 
Z< 3.6 
3.2 4i 
5.4 OJ 3 

- Z9 * 
2.1 6.2 
32 35 
25. 9.4 
19 5.9 
L6 12.9 
45 5.3 
73 
9i 


IQUI^ 


2.7 4.6 1L1 
J.S 3.9 9.2 
L6 7.6 10.9 

3.1 3.1 U-6 
3X L9 17.4 
2.9 L4 14.5 

3.2 15.9 2.8 

3J 1.4 22.9 
1* 7j 9J 
0.1 1 15.1 

1_5 10.1 (70) 
4.5 23 U.0 
2J 8.4 7.4 
L7| 2-8 25.1 

0.7] 7.6 19.1 
0.016.7 (10 S 
l3a.6 9.1 

I2LU7.4 73 

"l8!4 
5.6 

3- 1 

J 35 6.2 6.2 

rll.03.1 5.1 6.8 
4 J) 3.2 3.9 10.7 
3lS 3.7 5.* 6 4 
olgsi 2* 9.7 
3.751 2.5 6.9 73 

6.0 6 3 8.3 2.2 

5.0 2.9 B-3 5.6 
10.ra3X 6.4 6.5 
kS.rai3iz3.4l 13 
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INSURANCES 

£30i^%jArae^aal«Sn> y | jj' 
C65%^*^i(riai kTibySUol] 03% 


10% UeotobrH 

■ £55 Do. I l|l I ■ 
□DdlbUTWA Alli anz AG 0M50- 
■141) 116 



2.1 13^ 
5.0 10.9 

1.5 14J 
1 J 18J 

6.6 4J. 
92 5.4 

72 7.1 
83 8.0 
2j * 
35 11.6 
28 13-3 
L6 9.1 


75 
121 
24 

6.6 7.8 
10.4 9. 

3.1 13.8 

7.7 11.0 
t 9.4 

5.1 7.8 


84 Mkal8IM.5p.-y 
% Hgtnrtria Cop. lc. 1 

14( Drlllamel y 

US TPCTGrolOp v 

147 TGMaMKan»i.t 
53 IftmSfs. S&0L--Y 
lM^acMkltoalqiSDA., 

41 

47lPeotland( . 

S ieiJ 
ttogtonSv 
1. Warrants. . — 

wtheal 5p. y 

UgumSp y 

yrowk 10n..._ y 
suiuo. CmPfAMp-v 

239 tortah- y 

6* tatrrCbwttun>9p_P 
30 FPonh Group 5p...y 
208 ’ortwfriaoPBK.to.r 
306 towdl MfqmSOp-l 

84 bProtem tel y 

285 ProudfoBL p 

S* tooUCTl5s. y 

21! JCOlOp— _..y 

2J IRKF Group 10P...V 
149 PRPS Group 3p ._y 

7! tadtmMeui y 

42 Htamn OB SotL lOp.y 

546 lank dig _....n 

31C v'WsHhpnUFMUL.. 

Ah hckltt8.CMmM._i 

tt teeort HMasSp....y 

35 teed Ewe 2g v 

1Z7 0WlasaSaGip5py 
llantCep. 10p._.y 

10p - 1 

lO0Rlcardo Group y 


5*4 

m iin\ 


9 1 20 ; 

io:3 ; 


3.0! 


H” 


6.4 

30 3.3II 5 

I1-0 97KUUB 

| 29j 40 83 

2.04.3 123 
[ 1.921.4 3.6 
2.1) IB. 4 


30 


100 


%7 

111 


l^^Mte'UjLY 

9000°^'.. ...y 

72VbKteUUU10p— V 
MKjEJ.ilANMpiiPl 

_ lS*»pGrwm5p..— y 

£71% Ob%pL Gobaln FFr100. 

| Asamg 

120 36pwt. Heritable Tit... p) 

S bHseovicorGnte-yj 
^ST'JI-047..— 



2.1 


6J 

100 
t. -, f 4.91 
U0 
if 8 .1 
9J 


13.0 

7 i 7 -? 

012.4 

a 7.6 

4 0 7-1 
6 0 9.4 
1120 3 7 
5.010.5 
.2016 6 
. ^ 7J l 

62 9.6 
J2 9.2 

6.: 1)251 
4.9 88 
8.1 >13.01 
8.6 1133 
3 3 lb 5 
4.9 8.4 


70 62 Mtarr, Bbth _ 

27C 197 Bradsuck Group Sp. 

729 541 JriUnnkSp .... 

535 369 Cooim. IMM....-.0 
13C 66 tOektyWomlOp J 
33! 271 fltoDi.&GalOc 
50 38 Htorim(D.GJ It 
62 'AIIkwmsSMJ 
71 *FBD HWgttr50p_ VI 
430 MAcddeat- — 0 
176 IRESp. 

405 Heath (CEJZOp-0 
ill Hlbernlao Group—. 

135 loggGftwp. — — 0 
34* egalA General. 

22% JncotoRatCpa 
267 JtgdTbomi»M5R.n 
274 Uprds Ateey Ufe5pd 
292 London & Man.--. 0 
3C jHHkHi United 20p. 

£49i£34% Hanb McLh*hS1.. 

“8tJ 39 J WS Hddlms lOp. 

249 188 Prudential 5p d 

7 20 58J HrtuqeSp. — O 

58^ 251 Royal tasce. Hldgs— 3 
6O5aftlrelns.lnvs....0 
18C Sedgwick Gimp lOp.d 
234 Steel BunDI J.ldp~ H 
192 Surge HMgs 20p.. 8 
271 Sun Alliance Grp— of 

10S C Sun Life 5p — H 

£68% CZ7% fTahfto M EOflL.. 

£35% C22% Torthmark 51.00. 

151 106 Trade Indemdtt Grp. d 
£23% EUa rrweim S13S-...1 «ll0f-% 
£18% £10% JSF&G Con* 5250-' “ ' 

£28% £16% JSUFE Coro. SLO — 

307 184 {tnd Friowr B lOp y] 

29! 199 Willis Faber 12%p-o| 

39 lOMfindsor lOp y) 


18.3 






2-31 1.C 4.7 28.6 
12.0 0.9 8.6 033 
U.C U 85 14J 
115.C 2.5 10,/ 5.1 
112.! 2.C 6.1 10.0 
g44.U - 5.6 
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Tup Brand Fe tae: ...1*13 71 14401 -OBI I | 

Ira 4a Warburg Asset Magt Lnalon 

T ram world Bond Trust 

NAV. _ . - -I $11.76 I *0021 

US Pacific Stock Fhnd fa) 

RAW. _..l S1S-S3 1 I 

Ualtrmk SA, Frawtranxer I fa). 
Caouraoe. _T Erase 12 | _.. | 

DaortaBeadi. DK/94 7a I ...I 

BlobolBsudi 1 0Krl02_37 I _ I 

Global Boar. I Duiooeo ] .._ I 

Start rug Fatri- I a 06 S3 I I 

Voice Financial Sendees SA Lux 

DG I metre eol Cara Ltd _ 

Ualco tarco. Frad. - J|0ir7214 7440 ! 

bnke Equity fori (at. 1MI9924 61021 - .1 < 

Viking FiMd-SICAV 

PWIegiU EraBIJS 
World Bond Fund-5KAV fa) , 

Wald Bari Fund — ID $20 82 21871 -a Oil I 

Im Ad Warburg Altai Mngt Loodoa 
World Capital Cwtt Fd-SZCAV. fa) , 
*/QrtdCarGwrilFB -j *12.08 liTSl -0081 C 
Ira AM Wartrag Ann. Magi Loodoa 
T^cfaJUhraneylT^loay^d 

xr“j2MBrtap"L*f 


SWITZERLAND (StBKCO&iasEO) 

c«SSpS 

BXA. Band Investments AG 
ID EUaftrdrttMCHbxniiq. Switzerland 21/180 

SSSIkO \ l Z D 0 gh.J : 

OTHER OFFSHORE FUNDS 


Bid Offer * m YbW 

Price Price - Gran 

ATSP Management Ltd 

railtarian I ray Term Eraity Fori 

MaVJriySL 1 *1555 ( ...._! - 

Aberdeen Fund Managers (Gsy) Lid 
TbUIntalafudlri, , 

8AV USS Idlluladl ... S- _ ^ .... | - 

■JUSlariUrilMtZ— J SB 19 I .. ..I - 

Adig Investment 

Mima. DM20 03 2061 

AdftBftl... DbJfflZJ BElta' -2J7 

Foudu. DM7424 77 95 -1.05 

rank. DM60.4* 6346 -046 

Aetna Malaysian Growth Fd (Cayman) Lid 
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Hie Monopolies and Mergers Commission is inquiring 
into this proposed acquisition by Credit Lyonnais, a' 
French state-owned Hank, to determine whether or not 
such acquisition might operate against the United 
Kingdom public interest. 

The Commission would Uke to hear from those who have 
information which could help the inquiry, and from 
those. who have views on the proposed acquisition. 
Please write by 28 September 1990 to The Reference 
Secretary (CL/Wood Chester) . Monopolies and Mergers 
Commission. 48 Carey Sheet London WC2A 2JT. 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
why they are particularly happy to find compli- 
mentary copies of the Financial Times at the fol- 
lowing hotels in Cannes: Hotel Carlton , Novotel 
Montfleury. 
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BANKING 


The Financial Times proposes to 
publish this survey on: 

1st October 1990 

For a full editorial synopsis and advertisement details, please 

contact: 

Robert Forrester 
on 071-873 3206 

or write to him at: 

Number One 
Southwark Bridge 
London SE1 9HL 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICESI 
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3518 9788 23% 34% »%+ % 

74 14 154 12% 11% 11% - % 

47 39 3% 3% 3% - % 

23 fl 39 14 13% 13% - % 

81 8 172 24% 24 24% 

12 17 SO 30% 30% 30%+ V 

IS 10 Sr 11% tl 11% + % 

MG 3% 3% 3% — % 

51 3% 3% 3% 

8 3% 3% 3% 

SI 29 3049 13 % 32% 33% + 1 

£8 17 714 )5% 15% 15% - % 

29 20 3195 38% 33% 33% - % 

4JJ 1 199 30% A0% 30% - % 

IS 4 7% 7J 7% + % 

91 0 m3 IB 17 n 17% — % 

H). 2 24% 24% 24% 

92 9 H% 19% 19% 

-V-V - 

92 9 807 19% 19% 19%- % 

219 % 11-18 %- % 

22 9 11 9 0% 9 

15 22 1238 79 18% 15 

IS. 18 492 17% 16% 17 

24 % % % 

36 9 191 II 10% 10% - % 

7 7 268 0% 9% 9% — % 

19 194 5% 5 V 3% 

7 9 34 11 10% 11 

}l 23 175 9% d 3% 3% — % 

18 S3 23% 23% 3J% + % 

69 685 L?% 12% 12%+ % 

.8 7B3 31% 3D% 30% 

6 7205 7% 7% 2%- % 

75 9 16% 19% ie% 

9 J II 31 11 12% 12% 

151 10% ID 10 - % 

69 9 40 15 14% 15 - % 

80 4 292 29% d2?% 77% - V 

21 20 IB? 10? - % 

n i% i% i% 

40 9J 19% 18% (0 + % 

S3 1 KM MN 109 
33 II 01$ 39% 33% 38 + % 

_yy_ yn _ 

7 0 11 118 20% 30% 20% 

53 4% 4% 4% 

84 W 378 20% 20 70% t % 

8 324 6% 6 6% 

25 13 34 21% 21% 21% - % 

12 34 8 7? 7? 

M»4 10% 10% 18%+ % 

.5 279010 29% 28 26%+ % 

181} 303 45% 44% 45 - % 

=4 >0 37 10% »? 10% + % 

18 11 4% 4% 4% 

Sfi 18 1887 62 80 % 01% + \ 

72 12 59 28% 28% 28% 

65 20 07 19% 18 18 

17 15 15 735 234 235 +1% 

90 0 104 27% 27% 27% - % 


1.1 SS 8013 34 % 33? 34 - % 

M I 5 13% 13% 13*7 + % 

It 8 18 4% 4% 4% — % 

a 99 2 % 2 % 2 % 

15 59273 0% 

• •% 


15 59=73 0% 6% 6%+ % 

0 ■% 1% l% 

7525 W 24%d24% 34%- % 

93 8 61 7 6% 0? 

=514 70 28% =6% 28% - % 
5 7 1799 14% 414% M%- % 

7.3 4188? 54% K% 54% + 1% 

tl 10 33 % 33% 33%- % 
40 10 1221 8% 5% 6 + % 

=5 IS =2 15% 15% 18% 

12 4 29% 20% 28% — % 

10 2 18% 19% 19%+ % 

390 421% 20% 21 + % 

T£ 50 10 15% 15% - % 

18 71 12% 12% 12%+ % 

=4 25 10% M% 1C%+ % 

266 1V32 5-18 11-32 

4 8 95687 20% 20% 29%- % 

II. J »V 10 W% - % 

13. 31 22% 22 22%+ % 

43 8 597 =4% 23% 24% - % 

55 93051 20% 00% 20% 

398 20% d3ti% 35%- % 
19 5 S 5 

44 10 MBS 22% 23 22%+ % 

38 40 12 12 12 

55 13 1038 19 4MI% 18% + % 
7 10 9% 0% 0% - % 

14 7 57 7% 8% 7%+ % 

5.4 17 1-02 35% 2S% 26% + % 

85 6 44% 44 44 - % 

25188 S3 5% 6% 5% 

IT 232 4% 4% 4% 

S3 17 MB 85% 84% 65%+ % 

203 S% 3% 3% , 

65 10 774 =?% 27% 27%+ % 

79 11 218 21% 21 21 - % 

8.4 20 144 27% 26% 27 

1910 1*7 9% 0% 9%+ % 

42 10 mb; 25 24 % 2t% - % 

28 4% 4% 4% + % 

14. 7 14% 14% MV- % 

19 IS 190 46% 44% 45%+ % 
ZS 10 538 11% 11% 11%- % 

S511 II 17 17 17 - % 

V-Z - 

78 7 812 39% 38% 89%- % 

49 285 18 17% 18 + % 

15 as 18% 19% W%- % 

144 1% 1% 1% 

TO 5% 8% 5%"% 

238 5% 5% S% - % 

05 8 17 13% 13% 13% 

17. iflS 5% 5% S%+ % 

3J9 11 10 11 10% 11 

19 17 478 30% »% 30% - % 

11. <23 10% 10% 10%+ % 

11. 1820 0% 0% 8% 


65%+ % 
27<+ % 


Sates Bgurea or* unoWd a). Yearly Maim and Imm teflacl the 
prevtous 52 week* plus the current week, but not die la teal 
trading day. Where a spill or slock oMdand amounting to 28 
panwu or more has been paid. Out year's Wgluonhr rerwe and 
dvldand are shown lor the new suck only. UMaaa otherwise 
noted, i alee a l dividend an annual dfatbursementa baaed on th* 
latest rieclaralfon. 

a-dlvklend also xtrota). b-ennuel me o I dMdand Plus slock 
dlvHtend. c-Uguldafing dividend. ckKaHed. d-new yearly low. 
e-dvldand declared or paid In preceding 12 ntomhbg-dMdend 
m Canadian tends, subteci u 13% noh-reeidence ten. t-dhrktend 
dodu rod altar SpiH-up or mock aMoontL fdMdend paid Mr 
year, omibad, deterred, or no acdon taken al lotesl dividend 
meeting, (-dividend declared or paid tide year, an accwmdulve 
Issue with afv Wanda In arrears, n-new tosuo In (he peat 52 
weoks. The lugMcnv range begins wHh the starl of trading, 
nd-naxt day delivery. P/E price-earnings ratio, r-dltfldend 
declared or paid In preceding 12 mortthe^Hua stock dividend, 
e^teck sbijL Dividend* begin wHii deu t* kpm. sie-ealoa. 
i-dn+dend pM in stock In preceding tTmoMhs, esdmeMd cosh 
value on ex-dividend or ex-rflstrrtjuilon date, u-new yearly high, 
vtrading ha Had. vHn benkruMcy or roceiuersMp or being 
reorgantaed under the Bankruptcy Ad, or seeurltiea seeumed 
by Such companlea. wd-dtetrUkded. w+when Issued, ww-wbh 
warrena. x-ex-dlvktend or ex-right*. xata-rix-dlBirtbuilor . «w- 
wlihoui wenenu. y-ex-dlvidend end solae Inlull, yid-yletd. 
r -coles fal lull. 


AMEX COMPOSITE PRICES 


4pm prices 
September 17 


Stock Dhr.l 
AT8E 

ATTM2.44* 

Aden 

AirExp 

Alttn 

AOstar 

A tea 

Amdht .10 
A'Htel 97a 
APiecs .18 
AScE 

AmSwU A8e 
as* am 
Atari 

AdeCM 

B HO &3Se 
BAT (lliOe 
BSN 

Banetra 
Banyan 
BeryRO 
BoyMee .70S 

Baud 

BergBr 90 
BtoCp 1.12k 
BlnkMI 1-20 
BtaRB 
Biefl A 
BiounlA .43 
BotrPh 94 
Baamr 
Bowne 95 
Braen g 1.04 

O/i Op 
CaflEng 9= * 
Cel prop JW 
CMercg JO 
CamS* -48 
CaetteA 98 
CPCde g9M 
CnDvS s 
ChDvAaJM 
CnpEit 
CKPwr -ii 
CMea n 
CcrnMc JWO 

ConcF B 
OorkHrt 
vfConsaJOt 
ContAb 
Caron 0 -TOe 
Cross 1J4 
CmCP 9» 
OrCPB 90# 


0% 0% 

49 47% 

1 % 1 % 
15-16 15-18 
43% 42% 
12 % «% 
29% a»% 

IT 17 
7% 7% 

4% 4% 

1 % 1 % 


4?V£ 

X h 
1 %- % 
15-18- V» 
43%+ % 
H%+ % 
29%+ % 
17 - % 
7% — % 
4%+ % 


10%9 15-19 
5% 5% 

7% 7% 

% % 
4% «. 


13% 13% 
7? 7% 

23% =S 
23% 25% 

ttJ# 

6% «% 
9-19 09-10 
10 % », 
15% 16% 

'a a 

ift 

io% id? 
4% 4 11-MI 

22% a,% 
20% 20% 
2 % 3 ? 

6 ! 

16 IS 
21 20? 
4% *> 

i% ;*« 
>% i> 
6 

9% 6% 

t*\ 

• 30% »> 
27% 2?% 


10% - % 
10 l-IO+VW 

x: 

13 %+ % 

za% + S 

s-i 

lk%- % 

’Vr ' 

b-w-viI 
10 % - % 
16% - % 


»% - % 
P-t, 

a%- % 

'fcX 

44+ % 

30 %+ % 

J7% 


Stack Dtv. 
Cubic j 49 
Cuetmd 
Cyprfd JSe 


DuDPm 
Duplex .79 

EAC 

Easmco 98 
Eatop 295e 
Ecnoay 97 
EtotEn ,19 
Ed mo n 
Dainor 
ENSCO 


FAuaPf 199a 
Rule 92 
FondL 

FdHoly x SfT 

FraqEl 

FruML 

QRJ 

tan 

tBwiSW 90 
BntYlg 
tmaaur L20 
<Jtnmr (90 
QtabW 
GMRd 
Cram 
Orel aar 90 
CCaag AO 

HampU 1911 
HeiWD 90 
lOthCh 
mmi 

Hefca K 

HerttEa 

HUnavn 

HoOyCp *0 

Hnrtv 

HOtrtn 


E lOOe Mgh Law Oaee Cbng 
5 MM 17% 17% 17V- % 

5 129 6-10 % V 

11 8 % 8 % ■%- % 

- D-D - 

04 1% 1% 1% 

270 5% 4% 4%- % 

404 V 3-18 V 

17 3 8% 9% 3?+ % 

8 33 11% 11% 11% + % 

- E-E - 

IS 1 T 1 + % 

16 8 17% 17% 17%+ % 

4 6 12% 12% 12% - % 

334 HOT 13% 13 13% + % 

M 8 16 14% 15 + % 

817 19 U% 18% - % 

295 % % V-t-MS 

28 3392 3% 3% 3%+ % 

78 1% !% 7% 

920 B 8-19 9 3-1BB 5-16 
7 18 13 12% 13 

79 442 44 43% 44 - % 

tt 5 0 9 9 

u 18 8 5 % 6 % 

7 9019 9% 09% 9% — % 

- 0-0 - 

70 4% 4% 4% 

15 20 2% 2? 2% 

O 770 25% 25% 28% + % 
48 8% 6% 0% + % 

» 148 36% 55% 36%+ % 

B I 29% 78% 20% - % 

M 181 7% 7% 7% + % 

4 20 7-18 7-16 7-18+1-19 

14 S3 6% 8% 5%- % 

11 17 10% 10% 10% - % 

74 14 14* 1< 

- M-H - 

4 9 9 6 

10 704 14% 14 14% 

18 13-18 % 13-10 + 1-18 

HO 2 1% 2 

M 118 *% 8% B% 

83 1% 1 1 - % 

Z9t 1% 1% 1% 

11 7 27% 77% 27% 

T» 3% 3% 3% + % 

0 Be 4% * 4 


Stack Off. E 100a MM Loot 
kurmk .12 4«1 3% 3 

WtTIcti 391 1% 1 

trrtThr 94 % 7-S? 

IroqSrd 17 1% l-e 

— J-K - 

Jan Bed 12 33 9 8% 

J*bon S 1% 1% 

JCUMPd 9 * 2% 7% 

Kliwk B 19 6% 6% 

Kirby 19 132 7% 7% 

- L-L - 

LnmfcSv .071 6 4 4 

Ineer 8 4% 4% 

Lawson .40 * 8 7% 

Le+Pnr 5 1% 1% 

UlJy in 61 % V 

LMMl 3B0 =, 1? 

Lumas 961 29 IPS S% 5V 

Lym*C W W « » 


does Cfrng 
3 

1 % 

T-32 
I%- % 


6 

»% 

13-16 + 1-18 


M IrS n 

83 1% 

2 »* 1 % 

11 7 27% 


ICH 177 3% 3% 3% 

153 -24 74 50 11% 11% 11% - % 

ImpOI QlOO 270 56% 55 55% +1 

InuSy 10 R 1% 1% 1%+ % 

Inofiy pLSt Tl 2% 2% 2% 

Indfl&y 1 1% 1% 1% 


msr 

UsgnfC 

Mar non 

MnrScl 

luan 
Madia A4 
Mdcem 
IMchSir 
MlatnW AO 
MterrE 33 
UoogA 

KVR .I6| 

Nabors 

MPam 
NUftty 
KewLn l 
MfaAr 
NY Tim SB 
NCdO o 20 
Numeir 

OEA * 

OMf Ma 
OdatA 

Otawn 24 
OCrtuap 1SD9 
PanCp -SB 
PegCU .10* 
PeopOc JO 

PerlidC 80 
PBisa f TO 
PtULO .14* 

Pttway nJOu 

Pllwy A 1.10 

PlyOMn .12 


390 = 1% 

26 in S% 5V 
13 17 18 16 

- M-U - 

328 2% 2% 

3 1328 5? 5% 

30 % % 

414 11V 11% 
3 237 64% 92% 
54 162 23V 22% 
14 1% 1% 

13 3% 3% 

10 9 9% 9% 

36 161 24% 23 V 

7 17 B% 6% 

- N-N - 

3 120 IJ-tO 11-18 

34 978 8% 8% 

IBS 4% 4% 

23 3 % 3% 

U 112 9% BV 

9 9 7% 

35 1002 1B% 18% 

6 15 14% 

33 8% E% 

-O-P—Q- 
a 48 !8% 20 
I 15 8% 0% 

15 1 «% 4% 

ID =7 11% 11% 

4 15 0% 0% 

16 3» 28% =7% 
02 582 11% 11% 

0 5 14% 14% 

0 a 16 d|4? 

is il% it% 

4 103 9 d BV 

13 20 28% ZS% 

9 33 21 20% 

11 63 6 5% 


2%- % 

i-x 

% 

11-18— 1-1* 

ft- >1 


Pf Sto 

Sloe* Otf.e too* High Lew ClaaeCfing 
Preed B 168 10 7% 7% 7%+ % 

Presd A .10 878 7% 7 7%+ % 

PtcCnrn M 1% 1% 1% 

ProMrd ,42a 10 *4 4% 4% 4% 

ProtOe 34 5% 5% 5%- % 

- R-R - 

RB-A 21 5% d 5% 5% - % 

fteCep M> 3 12% 12% 12% 

Rlodel 81 B% 8% B%- % 

Rudtah A0* W 112 23V 23 23%- % 

- S-S - 

5JW 1J6 16 2 25? 25% 25% 

Salem 5 22 8% 6 8%+ % 

Scheib J8 157 39 II 10% 11 + % 

SoUCoit 15 16% 18% 15% — % 

SlenEI .04* 6 1% 1% T%+ % 

a*wiw 2 % % % 

SammB 186 1% 1% 1% 

Syneloy .40 6 « 6% 6% 6% 

- 7-7 - 

TIE 137 % 7-W % 

TP 3 % % % 

TabPrd 20 18 14 12% 12% 12% - % 

TaitdyB 19 2 14% 14% 14% 

TeiOU JO 41 2B1 26% 25 25%- % 

Tetoeptl 12 M3 3% 3% S%- % 

Thenad H 40 9 0 8 - % 

Thrtne 10 226 14 14 14 

TdHPm m 30 028 24% =4% 24%+ % 

TwOy 7 3 3% 3% 3% 

Tub*/ ax 514 5% 5% 6% 

- U-U - 

UFoodA 23* 7 90 2% 2% 2% + % - 

US Cml 18 18% 18% 18% - % 

UrrvPat 25 8% 5% 6%+ % 

- V-W - 

ValFig JO B S 7% 7% 7%+ % 

WongS 1143 3% 3% 3% 

WlMrd 382 9% 8% 8%+ % 

WaU£b -25 7 3 12% 13% 13% 

WeUAm 81 5-16 % %-1-ie 

WeKke » 2% 2% 2%- % 

WAlPBe .44 II M 18 18% 19 - % 

WDlgill W 477 8% 8% 8% - % 

MRET 1.48 1= 107 W% M% 14% - % 

INerttin B 53 11% 11% 11% 

-k-Y-Z- 

Xytron 70 15% 15% 1S%- % 


Stack Ofr. 
U*Bd 
ACC Cp .M 
AJOC 

AUT I 

ASK 

AST 

Adam 

AcmeSl 

AdAA 

Aexkim 

AdocLb 4 Mt 

Adopt 

Admor a 
AdtaSr .78 
AdotaS 24 
AdvCe S 
AdUVSv 
AdoPcly 
Advtel 
AdteSf 
Aegon 2.74a 
Atrm 
ADHUI 
AgrtryR «8t 
Agn.cc 0 -70 
Antjkl 
Aim me 
A*r*an .19 
A».-o 1 79e 

Aldus 

AW.Br .20 
AlexBUI M 
AlegW 
AlnOrg .40* 
AMbpPii 
AC uW 

AlktCep 1 75m 
AWCsa .990 
Attests 
AltaQId Me 
Ailera 

a rrr 1.53 

AFT»E 1 
AWAJrl 
AbnVt 50 
AmCeR 
AmCAV 
AOreat 69 
Am Intg 
AMS 

AMIm 120 
AmPac 
APwCv 
ASotl a 24 
ATvCm 
ATraa » 
AmTiBk 
flmorlk 128 
ArnQon ■ 
AmakBL 
AjnycCp 
Amvooi 20 
Anely A9 
Anaiiati 1 3ba 
AnavflC A0 
Andrew 
ApogEn 24 
AppWC .44 
ApMbee 
ABLMCI 
AptaBle 
Apkftli 
ApIdPw .12 
ArCfWB 
Arbor .10 
AigoOp 150 
AikoFl 
Armor H 
ArnMd I 
Artnl 
AshWh 
Asiamr I 
Ante 

AodBnc .72 
AsdCmA 
AfidCroB 
ABJnea AO 
AttSeAr SO 
Atwood JBa 
AfwriOe 
Autodk 40a 
AUdUX 
Avntak 
AvmHa 22 
Aztar 

BRAT a 20 
BEI El JM 
BHA 
BHAB 
EMA 120a 
BMC SI e 
HTSrtp 
Batwge 
BakerJ 06 
BtdLyS 20 
BaMPI* 

Belerri .» 
BcpHwalJM 
Banuec 
BtSau 22 
Eonbrs .lla 
BhlmaUS 
BKWok 20) 
BenPnc 1.60 
BselF la 
BayVw ASa 
Boyette 120 
Bartley .44 
BatzLb al.06 
Big B .18 
BiMedc 
Biogen 
Blofin pO-12 
Btornel 


toot HUP LOW 

10 084 24% 23 23%+ % 

14 t8) 7% 7% 7% 

12 3 «% «% 19V + % 

9 Z757 29% 28% 29% * % 

Si 4T35 7% 7% T%+ % 

7 2010 19% 18% 19%+ V 

13 4SB 8% 8% 8%- % 

12 ISO 15 IS » - V 

SO 3% 3% 3%+ % 

10 188 W% 18 » - % 

» 4» 1 y J— 1*10 

8 333 13% 12% 12% - % 

11 tea 15 M% 19 + % 

10 «1 10% 1*% % 

15 3306 27 25% =B%- % 

5 286 1% 7 7%+ % 

IO 30 3 3 5. , 

4? 3% 3% 3%+ % 

12 110 16% U «%+ % 

IT 2M WV 10% M>% - % 

0 9 99% 85% 86V + % 

&135-M 3% 3% 

13 1S8 9% d 9% B% - % 

15 2S= 10% 10% 10% - % 

70 8% 9% Ob + % 

83 74 S% S 5%- % 

100 84 7% 7% 7%- % 

n n 9 4% s + % 

3 21 27% 77% 27% 

=o aso =5% ss ait- % 

a 8 9% 0% 9% 

10 53 25% 24% 25% - % 

8 80 7% 1% 7% — % 

9 13 20 SO 29 -1b 

1«T 9% 7% 9 - % 

27 71 3 7% J 

9 >5 Mb dljU 13% - % 

SO 13 V MV 15% 

18 53d 8% 8% 5%+ % 

U 435 2% 3% 3 13-16* % 

18 6* 11% W% 11V + % 

18 77% 16% 17% 

16 9% 8 8 - % 

29 2S8 7 8% 8% 

5 11 7% 7% 7%- % 

19 =71 11% II 11%+ % 

IS 10 14% 14% 14% 

13 3083 »S SB 28% + % 

5 53 4% 4% 4% 

18 100 13% 13% 13% + % 

M) 9 35 34% 31 + b 

7 8 3% k% 9% — % 

30 ua 41% 40% 41% + % 

11 184? 9% BV e%- % 

32 34 31 30% 30%- V 

II 514 13% 12 12% — % 

329 % 3-19 +16 

24 SIS M% 13% 14% + % 

81 4663 u40% 4JV 49 

9« 1% 1% 1% 

315 11% 11% 11% » % 

267 3% =% =%- % 

13 » 19% 10% 19% - b 

5 49 10% 10% 10*3 

518 3 =% =% 

10 23 18% 18 18% 

14 59 18% 15% 15% 

B 91=6 35% 33b 34 

27 1503 9% 9 5% + % 

20 100 30V 30% 30% 

10 893 8% d 7% 9% 

10 4=7 24 % 24 24% + % 

11 134 1«b >6 lo%+ % 

7 917 7 d 6% 6% - % 

15 33 17% 17 17 - % 

9 3 BB% 00% 69%+ % 

II U 11 17% 10 + b 

19 9 11% 11% 11% 

11 » 33b 31% 33% ♦ I 

31 30 3% 2% 3% + % 

7045 8 7% 7% 

4 838 3 1-16 2 13- M2 U-Ni-% 

14 141 4% 4% 4b- % 

9 18 19 19 19 + % 

4Q 2 19 19 19 

84 86 19 18% 18b- % 

4 14 14 14 - % 

8 8 14% 13% 14% 

23 69 41% 41 41%+ % 

136 150 20% 20% 20%+ % 

=3 1S8S 49% 47% 49%+1% 

19 4 4% 4% 4% 

III 2% 2% 3% 

47 9% 9% 9%- % 

2 MBS 3% 3% 3V+ % 

- B-B - 

7 287 10 17% Ml + % 

7 « ? T 7 - % 

24 144 18% 17% U 

24 20 18 18 18 + b 

8 734 29% 29% 29% - % 

28 8 24 23% 23%- % 

20 7% 7% ?%- % 

22 ISO 0% 8% 8% - % 

82432 8% 8 8% 

7 15 20% 20b 20% - % 

13 1 7% 7% 7% 

28 197 38 21% 20 

8 353 <2 41% 41%- % 

9 14 19 15b Bb- b 

■ 409 7 M. *% 

156 11 18% 11 + % 

TO B 04% 64 64 -1 

403 11% 11% 11%~ % 
13 78 ffl% 41% 43 - % 

28 » 32% 31% 31% 

5 30 M% 14% 14% - % 
IMS 14% 13% 14% +1 

7 158 M Mb Mb 
191411 38% 38% 36%-% 
381 6% 8b 8% 

48 m 26% 23% 25% — % 
EM 880 21% 20% 31%- % 
88 37% 37% >7% 
281199 30% 29% 30% + % 
31, 11% W% 

558 8% 5% 

5 32% 38% 

81= 27% 28% 

198 13% 13% 

2=4 10% 10% 

383 3% 4% 

161 14% 13% 

ion 19% 18% 

94 >3% U 
335 2% 2% 

723 3-18 3 1-18 

6 23 22% 

2395 12% 12 

57 8% 5% 

113 4% 47-MI 

39= 8% 8% 

821 15% 15 
1408 17 18% 

88 7 % 7% 

330 0% 8% 

919 4% 3% 

-C - 

» 7% T 


40 18 15% 15% - % 

15 72 81% 81 91% +1% 

23 123 23 22% 22% - % 

HI 5% 6% S%+ % 

19 1325 34 % 34 34% - V 

111 9 8 % fl%- % 

6 Z7 7% 7% 7b 

8%d 2% 3%- 

Mb 19% 19%- 



B 27 Th 7b 7b 
4944 8% d S% 3%- % 

28 87 20b 15% 10% - % 

33 5 57 67 87 -2b 

86 za 10% 10% 10% - % 

30 150 =8% 26% 28% 

34 =81 18% 17% 17% - % 

8 344 12% 12% 1=%+ % 

I o n 9% s%- % 

257 0% 8% 9%+ % 

9 5 15% 15b 15% + % 

7 409 2 13-19 2 9-182 B- 18- % 

9 17 6% 8% 6% 

W 7% 7% 7%- % 

299 1% 1% 1%- % 

231113 =4 22 % 23 - % 

JS 10% 0% »%+ % 

T» 3b 3% =%- % 

24 411 21 20b 20% - % 

430 1468 40 38% 40 + % 

6 100 13% 13% 13% 

6 1009 =2% 22 22. 

II 9 1=% 12% 12%+ % 

998 7% 7% ?%— % 

3 » BV 0, 6% + % 

13 389 9% e% 6% 

8 17 11% 11% lib- % 

14 621 10 % 8% 10% + % 


a - % 

»%+ b 


14 6=1 10% 8% 10% + % 
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FINANCIAL TIMES 


Tuesday September 18 1990 


AMERICA 


EUROPE 


Equities await pact on budget deficit cuts 


WaH Street 


AFTER AN opening 1 fall of 
nearly 20 points, the Dow 
Jones Industrial Average 
clawed Its way hack yesterday 
to close a little higher on the 
day, writes Janet Bush in New 
York. 

The Dow was finally &21 up 
at 2,567.32 after a thin volume 
for the New York SE of 110m 
shares. The Dow had fallen 
18 'A paints on Friday. 

Trading was very quiet as 
the market waited for develop- 
ments in the current budget 
negotiations and in the Middle 
East. A pact on cutting the 
budget deficit was expected 
last week to be reached by the 
weekend, but had still not 
emerged. 

Traders think that there may 
be room for a short bounce in 
the stock market once an 
accord is finally signed, but 

ASIA PACIFIC 


few believe that the buying 
will be sustained. It is clear to 
most observers that a package 
to cut about $500bn off the defi- 
cit over the next five years is 
inadequate, particularly given 
the rising costs of Operation 
Desert Shield. 

The situation in the Middle 
East is more tense after Iraq 
las t week violated the diplo- 
matic immunity of several For- 
eign embassies in Kuwait, a 
move that has triggered diplo- 
matic retaliation. 

These tensions were 
reflected in another surge in 
crude ail prices. On the New 
York Mercantile Exchange, 
October futures were quoted 
$L87 a barrel higher at 833.63. 
Gold also rose and was quoted 
up $4.20 an ounce on the 
Com ex at $395.20, a rally that 
hi g hli g hted the increased con- 
cern about the Gulf crisis. 

On top of all this Is continu- 
ing uncertainty about what the 


DS Federal Reserve Intends to 
do about interest rates. Mr 
Alan Greenspan, Fed chair- 
man, said last week that the 
Fed would be prepared to cut 
interest rates after a suitable 
budget accord is signed. 

This is a double-edged sword 
for US markets. On the one 
hand, lower interest rates 
would help bolster economic 
growth. On the other, easier 
monetary policy would worsen 
an already troublesome infla- 
tion problem and further 
undermine a sharply weaker 
dollar. Long-dated Treasury 
bonds dropped yesterday on 
these concerns. 

Inflationary pressures are in 
focus this week with August 
consumer prices expected to be 
released today. The consensus 
of forecasts is for a rise of 0.8 
per cent in the consumer 
prices index, compared with a 
gain of 0.4 per cent in July. 

Blue chips were mixed. IBM 


added 8% at $ 105 Vi, AT&T was 
unchanged at $30% and Philip 
Morris gained $’/« to 844%. 
However. Compaq Computer 
shed S% to 843%, International 
Paper also slipped $% to $46 
and Merck lost $% to $80%. 

UAL retreated $1% to $97% 
on news that a group of unions 
at the airline Is likely to aban- 
don its latest buy-out offer val- 
ued at $201 a share. 

Digital Equipment retrieved 
a small amount of ground, hav- 1 
ing fallen to its lowest level 
since 1965 at the end of last 
week on analysts' pessimism 
about its earnings outlook. It 
lost another $% before rallying 
to close a net $% better at 
$56%. 

Apple Bancorp put on $% to 
$33% after dropping its opposi- 
tion to a $38-a-share offer from 
Mr Stanley Stahl, a New York 
real estate developer. The com- 
pany said it was now neutral 
on the proposal. Banc One fell 


$1% to $22 after a competitor 
in Texas acquired the largest 
thrift in Oklahoma. 

Canada 

THE TORONTO market closed 
on a mixed note after moderate 
trading, with the Golf crisis 
overshadowing investors* 
hopes that a US budget agree- 
ment would be reached. 

Stock prices picked up from 
an opening fall after New York 
regained early losses. The com- 
posite index ended &3 up at 
3,262.0, but declining issues 
still led advances by 319 to 225. 
Volume came to 20.7m shares, 
against Friday's 17.5m. 

Fletcher Challenge Canada 
“A” lost C$% to CS13%. The 
company said on Friday that it 
is seeking a buyer for its 
Delta Plywood division because 
of increased US competition 
and a lack of economical log 
supply. 


Individual talking points 
relieve agony on bourses 


Nikkei drops on sharply lower bond prices 


Tokyo 


INVESTORS were unnerved 
yesterday by a sharp foil in 
bond prices, triggered by 
higher interest rates and bad 
news for the bond market, and 
the Nikkei average lost more 
than 500 paints in quiet trad- 
ing. writes Michiyo Nakamota 
in Tokyo. 

Share prices eased from the 
outset, and remained sluggish 
throughout the day. The Nik- 
kei closed 531.86 lower at 
24^365.60, against a day’s high 
of 24,888.67 and a low of 
24,286.48. Declines outpaced 
advances by 822 to 144, while 
125 issues were unchanged. 

Turnover dropped to 300m 
shares from Friday’s 530m as 
the broadly based Topix index 
fen 35.49 to 1,860.19. In London, 
the ISE/Nikkei 50 index 
retreated 12.13 to L385.70. 

The market was depressed 
by a steep decline in bond 
fixtures prices, which fen to a 
record low on rising money 
market rates and news that the 
Ministry of Finance plans to 
require Japanese banks to 
report unrealised profits and 
losses in bond portfolio invest- 
ment and d ealing accounts. 
Tim requirement is expected to 
come into effect when books 
are closed in March, 1991. 


The Topix index futures 
benchmark December contract 
tumbled by the mariwnwi 
amount allowed in a day. com- 
ing out worse than the Nikkei 
index futures, because the for- 
mer is more heavily weighted 
towards the interest rate-sensi- 
tive financial sector. Sentiment 
was also dampened by a news 
report that several smaller 
hanks have accumulated sub- 
stantial market value losses on 
their stock holding s. 

With key US economic indi- 
cators to be announced later 
this week, investors chose to 
stay on the aldeBnaa. Institu- 
tions have been inhibited 
by the closing of their books at 

the wnri of thig mon th 

Buying focused on special 
situations. Dainippon Tnk and 
Chemicals topped the actives 
list with ii-Titi shares traded 
and forged ahead Y43 to Y588, 
Investors were encouraged by 
its development of a high- 
quality liquid crystal display 
system. 

Iwatani International, the 
trading company, was third in 
volume with 92m shares ^ 
climbed Y30 to YL300. It was 
popular for its substantial 
share of the liquid petroleum 
gas market, as investors were 
eager to buy alternative energy 
issues. Iwatani was also pur- 
sued on speculative buying. 


Interest ratesemritnre issues 
were hit. Tokyo Electric 
Power, which is also badly 
affected by higher erode oil 
prices, fell Y120 to a year's low 
of Y3.180. The power compa- 
ny's pre-tax profits were expec- 
ted to fall 40 per cent 

Homan, a trading company 
which has been actively 
involved in real estate, shed 
Y180 to Y1460 after news that 
it had suffered heavy interest 
rate burdens that Ha iiwna 
to pro p e rty concerns were esti- 
mated at Y245bn. 

Bine chip electricals suc- 
cumbed to selling as investors 
were discouraged by the 
adverse that a sluggish 
US market would have an their 
business. Sony, which has a 
high export ratio of 60 per cent, 
lost Y140 to 76,860, while Mat- 
sushita fell Y30 to a year’s low 
ofYl.710. 

Osaka saw blue chips and 
large capital issues hit by 
small-lot selling. The OSE aver- 
age closed at its low for the 
day of 28.709.76, down 397.17. 
Turnover rose to 74m shares 
from 58m recorded on Friday. 

Roundup 

NEW ZEALAND was the only 
bright spot in an otherwise 
depressed Pacific Rim yester- 
day, as the country’s Govern- 


ment and the iminnfi struck an 
agreement on wages. 

NEW ZEALAND rallied as 
rumours of a wage deal 
between the Government and 
lmimiH raised hopes of a fell in 
interest rates. The rumours 
were confirmed after the close. 
After a weak opening, the Bar 
clays index dosed a net 22.70 
up at 1,560.46. Turnover fell 
from NZ$13m to a tight 
NZ$10m. 

AUSTRALIA followed Tokyo 
lower. The All Ordinaries 
index eased 2.6 to 1,477.4. Turn- 
over decreased to 73m shares, 
valued at about A$99m, from 
82m shares, worth A$133m. 
Elders IXL advanced 11 cents 
to A$L67 after announcing on 
Friday that Asahi Breweries, of 
Japan, had proposed to buy a 
stake of 19.9 per cent in Elders. 

MANILA fell to a 39-month 
low as talks opened between 
US and Philippines officials 
regarding the future of US 
bases in the country. The com- 
posite index lost 16.73, or 2.6 
per cent, to 625.57. TAIWAN 
rose as -an early sell-off was 
reversed by technical baying. 
The weighted index climbed 
34.26 to 3,396.51. Volume 
slipped to NT$17.22bn from 
NT$19^6bn. 

SINGAPORE finished 
sharply lower following thin 
trading. The Straits Times 


Volatility produces little net change 


MARKETS IN PERSPECTIVE 



% 

tonga Mi local canaocy t 


K ebanga 
Mar 

iuaa'f 


1 waaft 

«Wa«M> 

1 Yaar 

am of 
tsn 

am oi 

19H 

am ei 

1W0 

Austria — 

+0.05 

-733 

+ 17.74 

+ 1Z12 

+ Z79 

+2039 

Belgium . ..._ 

+ 0.11 

-332 

-1930 

-18.11 

-22.96 

-9.32 

Denmark 

+ 0.78 

-3.90 

+ 2-80 

— 2.95 

-9.12 

+ 636 

Finland 

-3.38 

-1231 

-26.25 

-2037 

-2536 

-12.73 

France 

-0-60 

-3.70 

-1836 

-21.07 

-2532 

— 1289 

W. Germany . — 

+030 

— 0.48 

-1.74 

-10.73 

-1731 

-337 

Ireland 

+ 1-83 

-11.83 

-23.78 

-26.45 

-3036 

-18.74 

Italy ..„ 

+ 1.59 

-Z62 

-20.09 

-16.84 

-2231 

-630 

Netherlands 

-0.64 

-1.77 

-1336 

-1138 

— 18.44 

— 430 

Norway _ 

-0.40 

-0.56 

+ 2335 

+2335 

+ 14.60 

+34.89 

Spain 

-3.78 

-8.74 

-2930 

-21.64 

-25.80 

-1Z66 

Sweden 

-0.03 

-5l51 

-3-99 

-439 

-1231 

+ 251 

Switzerland 

-0.06 

-5.06 

-17.67 

-15.45 

-14.15 

+ 1.04 

UK - 

-1.38 

-439 

- 14.41 

-14.90 

-14.90 

+ 0.17 

EUROPE 

-039 

-433 

-13.75 

-1436 

-1737 

-336 

Australia 

+0.46 

-3.64 

-1Z06 

-837 

-19.09 

-4.77 

Hong Kong 

+0.86 

-1.68 

+ 1334 

+ 6-50 

-9.07 

+ 7.03 

Japan — — 

+2A7 

-637 

-3031 

-3839 

-43.02 

-3293 

Malaysia 

-037 

-4.07 

+ 831 

-5.46 

-19.56 

-531 

New Zealand ... 

-133 

-Z14 

-32.95 

-21.00 

-29.15 

-16.62 

Singapore 

-0.07 

-7.58 

-9.57 

-1137 

-19.67 

-5.45 

Canada 

— 135 

-5.92 

-1438 

-1431 

-28.08 

-1535 

USA 

-2.02 

-336 

-a48 

-10.71 

-24.15 

- 10.71 

Mexico 

+ 0.70 

-431 

+ 87.08 

+7032 

+ 34.42 

+ 58.22 

South Africa — 

-3.03 

-11.17 

+730 

-4.11 

—2538 

-1278 

WORLD MDEX 

-0.10 

-438 

-1834 

-2136 

-3047 

-18.16 

t Baaed oo Saptantar MU n» 
4k Co. and Ca>4IMMl««< 

CopyrffiM. Ttm Rand 
Una US. 

wi Ttama LMnMaS, Qokk 

man. Sacfta 


By Jacqueline Moore 

OKLD STOCK nuuv 
kete continued to be 
swayed by each piece 
of news concerning the Gulf 
last week, leaving most of 
them little changed from the 
previous Friday. 

Positive influences included 
the Bush-Gorbachev summit 
In Helsinki at the weekend, 
and the address to the nation 
by US President George Bush 
on Tuesday night; worries 
included the speech by the Ira- 
nian spiritual leader in favour 
of holy war on Wednesday, 
and reports of the detention of 
French civilians on Friday. 

A positive start to the week 
by European bourses had van- 
ished by Friday night, leaving 
the FT-Actuaries West German 
index, for example, 0.2 per 
cent higher In local currency 
terms, and the French Index 
0.6 per cent lower. 

Worst hit were Spain and 
Finland, losing 3.78 per cent 
and 888 per cent respectively. 
Spain’s general market index 
hit a two-year low on Friday, 
but in very thin volumes aver- 
aging Pta6bn ($8Zzn) a day. 


Japan, however, held on to 
some of the week’s gains, fin- 
ishing 2.47 per cent higher — 
the world’s best p erfo rmance. 
This was in spite of worries 
about high interest rates, and 
arbitrage selling related to the 
expiry of the September 
futures contract on Thursday. 

"The [Japanese] equity mar- 
ket is still expensive and still 
vulnerable to further rises in 
interest rates . . . However, 
the over-valuation of the first 
half of the year is now reme- 
died. Therefore, it is no longer 
appropriate to maintain a 
grossly underweight position 
for Japan in international 
portfolios,’’ asserts Mr Peter 
Tasker in Klein wort Benson's 
Global Strategy Weekly. 

The US was worried not only 
about the Middle East cri sis , 
but also about corporate and 
economic health. Friday’s pro- 
ducer prices statistics 
suggested rising inflation and 
a weakening economy. The US 
index declined 2 per cent 

Another poor performer was 
South Africa, which fell 3 per 
cent on the week amid concern 
about the Gulf and the vio- 
lence in the Mack townships. 
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Industrial index dropped 30.10 
to 1496.73 and volume fell from 
SS7 L7m to S$58.4m. KUALA 
LUMPUR suffered its largest 
one-day fell in three weeks. 
The composite index ended 
down 9.74 at S33.8B. 

HONG KONG tumbled 1.3 
per cent, hurt by negative 
developments in the Gull The 
Hang Seng index weakened 
4247 to 3,019.87. Turnover con- 
tracted to HK$45&2m, the ligh- 
test since January 24, from 

treasan sm 

SEOUL fell to its lowest level 
in 32 months. The composite 
index closed at 56637, down 
2435, or 4.1 per cent, from Sat- 
urday on slow volume of 
Won79.3bn, against Wonfilbn 
in Saturday's half-day trade. 

BANGKOK fell further on 
continued uncertainty about 
local politics and the Gulf situ- 
ation. The composite SET 
index tumbled 5730, or 73 per 
cent, to 702.4a 

SOUTH AFRICA 

ANOTHER DAY of lifeless 

trading in Johannesburg left 
share prices steady to lower as 
Investors stayed on the side- 
lines. Gold shares were nar- 
rowly mixed, in spite of higher 
bullion prices, with the all- 
gold Index up 3 at 1*566. 


INDIVIDUAL talking points 
relieved some of frustration on 
bourses yesterday, but gener- 
ally the mood was still muted, 
and depressed, writes Our Mar- 
kets Staff. 

FRANKFURT recovered 
slightly after a 3L05 point drop 
to 654.72 in the FAZ at midses- 
sion, the DAX closing 12.92 
lower at 1,541.15. Turnover 
stayed low at DM3.3bn, up 
from DM3 .2 bn on Friday. 

Apart from the Continental/ 
Pirelli story, there were drops 
Of DM30.90 to DM516.60 in 
MetallgeseUschaft (MG), and a 
further DM8 to DM18330 for 
KHD, making a D MgQjjO fell 
over three sessions. KHD has 
just forecast 1990 profits, after 
a succession of losses. Mean- 
while, Mr Michael Geiger of 
County NatWest said that 
MG’s fell reflected institutional 
sales of stocks with high P/e 
ratios, in spite of “quite 
impressive” prospects in areas 
like ecology, eastern Europe 
and North American mining . 

MILAN slid in meagre turn- 
over. The Comit index fell 1351 
to 600.15. Investors were unset- 
tled by fears that domestic unit 
trusts, especially equity funds, 
would show net redemptions in 
September, and that the Gov- 
ernment would be unable to 
keep the 1990 budget deficit 
within target. 

The insurance sector was the 
hardest hit, with Generali los- 
ing LI, 140 or 3 per cent to 
156,990. In the industrial sec- 
tor. Flat feU L1S0 to L6.615. 

PARIS ended above its day’s 
lows as Wall Street opened 
steadily, but volume remained 
very light The CAC 40 index 
ended 1031 down at 1,60432. 
The only encouraging aspect 
was the feet it held above 1500 
without too much intervention 
from the big institutions, said 
one salesman. 

Turnover was similar to Fri- 
day's at about FFrl37bn. This 
inniiidpri active trading hi Elec- 
tro nique Serge Dassault, the 
electronics company, which 
eased 10 centimes to FFr29930 
in volume of 384,048 shares. A 
block of 382,773 shares, or 73 
per cent of the company’s capi- 
tal, was traded at FFr300 a 
share; the move was inter- 
preted as & reshuffling of 
stake s by core shareholders. 

AMSTERDAM closed lower 
across the broad in thin trad- 
ing. The CBS tendency index 


Continental 


Pirelli Spa 


Share price (DM) 
320 


Share price (Lire) 
2800 


7 



240 


EUROPEAN STOCK markets gave an Initial thumbs-down to . 
Pirelli’s offer to merge its worldwide tyre bnsbiess wtthr 
Continental AG, the West German tyre man ufac turer, writes; 
Antonia Sharpe. Continental shares fell DM2030 to DM28&in- 
Frankfurt; in Milan, Pirelli Spa eased L26 to £>1,785 and,tn- 
Amsterdam, Pirelli Tyre WniHing NV rose a marginal ,40; 
cents to FI 28. ~ ' 7 

Mr Bob Barber at James Capti said that, while Continental 
bad been the subject of takeover speculation, in recent': 
months, conflicting reports of Pirelli’s intentions and imsufB^ 
dent information from the company itself made it dHmalt, 
to advise investors. 

“On the face of it, it appears that majority Continental' 
shareholders hacking the deal have information which is not 
available to minority shareholders,” said Mr Barber. IMUs. 
is correct, it would be more appropriate if the shares at all 
three companies were suspended until the information was 
generally available.” In the event, only the Dutch-based 
shares were temporarily suspended In morning trading. 

Mfe Jamie Stewart at Barings Securities said that, team ah 
industrial standpoint, Pirelli. had chosen the right time for 
restructure and pick up necessary critical mass when the. 
tyre industry is going through a difficult period: JBtat he. 
thought that shareholders were unlikely to see any. reward 
until the second year of an industrial upswing at the earli- 


>r« . - 


fell 05 to 1005. Investors were 
sidelined before the Dutch 
annual budget annwinnerng ilt, 
due today. Royal Dutch, ex an 
interim dividend of FI 355, 
dosed FI 2.40 lower at FI 143.40 
with high afl. prices continuing 
to lend some support 

ZURICH edged lower, 

althnngh hanks held firm as 

the Credit Suisse index shed 
45 to 5293. Adia, the employ- 
ment agency, topped the 
actives list its bearers drop- 
ping SFr55 to SFr960; once 
highly fended, the stock has 
now more than halved from its 
1990 peak. 

MMWffl) declined in a quiet 
session, in winch the general 
index fell 352 to 23043, another 
low for the year. Banco Santan- 
der slipped Pta75 to Pta3,9i5; 


the bank said it had raised its 
prime lending rate to' 13.XQ . 
from 1255 per cent This fol- 
lows a rate rise by Banco EBs- ." 
pano Americano last week. . ; 

Corporation Mapfre,; the . 
Insurance company^ dropped - 
Pta650 or 12 per cent to -- 
Pta4,750 after announcing; a . 
one-for five rights issue. ' ’ - 

VIENNA declined hr oncer- , 
tain trading, with the. bourse 
index losing 2X50 or 35 per - 
cent to 546.40. Mbhtana/the 
holding company/ dropped 
Sch8,000 to Scb71y500-. T'Cv . . 

ATHENS rebounded after fts 
closure on Thursday and IH- . 
day last week, with the general . 
index gaining 8256 dr 65 per ! 
cent to 150250. ISTANBUL'S *, 
index eased back, however, 
with a lose of 5057. to $00754. _ 



AT £38.73, IT FIGURES. 



At last therefe a unique system to manage 
your life that combines a personal agenda 
with the specific needs of business people 
everywhere, by combining a diary with 
meticulously researched information that . 
makes day-to-day planning simpler and more 
efficient. 

Itb called the FT Personal Organiser and 
its price represents outstanding value. 

Jaat £38.73, in feet. 

THE FT PERSONAL ORGANISER - 
ALL THE FACTS TO HAND 

In a superbly crafted Mack or burgundy leather binder, the FT Personal 
Organiser- unlike many systems - comes complete and ready to use. There are 
five sections divided by FT-plnk tabs. 

• A fortnight to view Diary Section comes with a handy Foldont Planner to help 
yon keep track of yonr comings and goings. 

An InfOm&tion Section provides you with: • A UK Route Planner 

• Colour maps of the City and London* West End • Undergro und/I nter-Clty 
Routes • H o tcLVRestaunmts nationwide • Theatres, concert halls, cinemas, 
exhibition centres, car hire, airports and British Rail • Details of major World 
Business Centres • A guide to FT Statistics • World Time, UK and International 
Dialling Codes ■ Conversion Factors. 

There is also a fully-tabbed A-Z Address/Telephone Section to record 
details of clients, colleagues, friends and restaurants. 

A Notes Section provides ample room for jotting down Ideas, addresses 
and phone numbers. 

An Expenses Section keeps tab of your income and expenditure: 

• Busin e ss expenses • Motor running expenses • Credit card records. 

Complete refill packs and a range of additional sections are also 
available. Ring 071-799 2002 tor details. 

FT COLLECTION -A QUALITY PROPOSITION 

What we've shown here is but a small sample of the PT Collection, so 
why not send for the PT Collection colour brochure and see for yourself? it Is 
packed with many invaluable business essentials from diaries to document 
cases. Contact ns now on 071-799 2002, or write to FT Collection, FT Business 
Information Ltd., 60-64 Broadway, London SW1H0DB, or send your business card. 

FIRST IMPRESSIONS THAT LAST 

All items wifi be doubly welcome If they are personalised with initials 
and/or surname In high qoality gold blocking. This kind of personal touch 
enhances the pleasure and worth to the user. 

THE WORLirS MOST APPRECIATED 
BUSINESS GIFTS 

Oar business gift services include: 

• Gold blocking of your logo • Up to eight publicity pages in the diaries 
and personal organiser • Direct despatch to the recipients together with your 
compliments slips or greetings cards • Samples. 

Wb win even reserve your choice of FT Collection gifts if yon are unable 
to finalise your gif t list efcrij in the year. 

LARGE ORDER DISCOUNTS 

Order 25 hems or more from the FT Collection 
and you will qualify for discounts of up to 25*. 

DISTINCTIVE GIFTS THAT MAKE 
GREAT COMMERCIAL SENSE 

Contact us now on 071-799 2002 for more 
details on our business gift services, or write to 
FT Collection, FT Business Information Ltd,, 

50-64 Broadway, London SW1H 0DB. 




r— i ORDER FORM 701099 

LJ Please sand ms the FT Collection Brochure end Order fiwm. 

I 1 1 BmintBfBsted in using the FT Collection as business g«s, please send 
to oeta fc i. 
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N,ssan Primera on the production tin* at Sunderland. In tfto north of England 


Europe is expected 
to be the big 

D © battletield of the 

1990s for the world's 
^ €Z7 ffi car makers, in the 

fight for survival the number of 
full-line global auto makers could 
be halved over the coming decade 
in a new wave of takeovers and 
alliances. Kevin Done reports 

Little room 
for the weak 


COMPETITION for space on 
the grid in the race for leader- 
ship of the world auto industry 
in the 1590s is intense, and sev- 
eral participants are unlikely 
to finish the course. 

Only about half of the 10 to 
.12 full-line vehicle makers will 
survive the demands of a 


global market during the next 
ID to 15 years as the industry 
continues to consolidate, Mr 
Philip Benton, president of 
Ford Motor of the US, the 
world's second largest car 
mairer warned last month. 

The realisation among even 
the biggest players that they 


cannot stand alone in the com- 
ing decade is leading to a fur- 
ther concentration of the world 
industry In a rapid-fire series 
of takeovers, mergers, alliances 
and co-operative ventures. 

Car makers around the globe 
are facing the same pressures 
of burgeoning Japanese compe- 
tition. rapidly rising research 
and development costs, shorter 
model life cycles, far tougher 
environmental regulations, the 
challenges of a single Euro- 
pean market and the opening 
up of eastern Europe. The cri- 
sis in the Gulf is increasing the 
looming threat of tighter fuel 
economy regulations. It is not 
a rfimato in which the weak 
can survive alone. 

So far it has been the US car 
makers that have borne the 
brunt of Japanese competition, 
as cars have started to roll in 
increasing numbers off the 
lines of the Japanese assembly 
plants developed in North 
America during the second 
half of the 1580s. 

The focus of the Japanese 
effort to build a global car pro- 
duction base has now turned 
towards western Europe, how- 
ever, where the region’s tradi- 
tional big six volume car mak- 
ers fear in the 1590s a repeat of 
the painfol US experience of 
the 1980s. 

The development of the Jap- 
anese presence in the US hits 
taken on awesome proportions. 


World's leading 15 carmakers (1988) 


UUSon cars 

.. -y&r.-K 


General Motors 


Volkswagen 

Peugeot 


Renault 


Chrysler 





World car production (1989) 

Japan 9.052,406 






8 , 823.097 


Japanesc-badged cars captured 
27.3 per cent of the US new car 
market in the first half of the 
year. The total share of Japa- 
nese-derived cars In the US 
exceeds 30 per cent, as General 
Motors, Ford and Chrysler also 
market under their own brand 
names cars supplied either 
from Japan or from the 
so-called Japanese transplants, 
Japanese assembly plants 
based in the US. 

The transplants, including 
Joint ventures with US car 
makers such as NUMM1 
(Toyota/ GM) and Diamond Star 
(Mitsubishi/Chrysler) 
accounted for 21 per cent of 
total US car output in the first 
six months of 1590 compared 
with only 148 per cent a year 
ago. While total US car output 
declined by 16.8 per cent to 
3.19m, production by the Japa- 
nese transplants jumped by 
17.8 per cent to 669,000. Last 
year a Japanese car, the Honda 
Accord, was the best-selling 
car in the US, and both Honda 
and Toyota are threatening to 
oust Chrysler from third place 
in the US car market 

General Motors, the stumb- 
ling giant of the world auto 
industry and still the world's 
biggest vehicle maker, has 
the main casualty in the 
domestic US anto market of 
the last decade, in spite of a 
large investment effort 
amounting to $?7bn in the 


VAZ (Lada) 
Ifitsufaishi 
Hyundai 
Daimler-Benz 


i °- 7 i 

l q- 6 t ;• 

I 0.6 1 . 


W Germany 
4t5sM573 



World total 
35*455,838 


France 

3,409,017 


Otars 

Sjv 3.S24.493 

IBtv S Korea 

871.898 
— 

Si — 
yL 1.0M £88 

Sf USSR 

1.200.000 

UK 1.299,082 

^ Spain 1.638,615 

My 1.971,969 




1380s that has been poured into 
re-equipping and rebuilding 
plants — often with the most 
advanced but untried technolo- 
gies - and into developing 
new models. 

Mr Bob Stempe! who took 
over as chair man and chief 
executive of GM last month 
from Mr Roger Smith, faces 
probably the most daunting 
task in the world auto industry 
as be seeks to halt the slide in 
GM’s US car market share 
which fa*-** plunged from 463 
per cent In 1979 to 34.7 per cent 
in 1983. ^ 

In the late autumn GM wQI 
finally unveil the results of its 
much-vaunted Saturn project, 
launched in 1983 by Mr Smith 
to great fanfar es as a “no-year" 
development programme for a 
new range of small cars, to be 
produced in the US, using 
M start4o£nish innovation". 

It was the project that was 
supposed to show the world 
that GM could still compete 
with the Japanese in its US 
heartland. As the size of the 
task facing GM ha s gro wn, 
however, so too has scepticism 


over the ability of the GM 
bureaucracy to learn and 
implement the lessons of Sat- 
urn in the rest of its North 
American operations. 

If the US was the focus of 
the Japanese assault on the 
world anto industry In the 
1380s, Europe is expected to be 
the battlefield of the 1390s. 

Toyota, Nissan and H o nda , 
the three biggest Japanese car 
makers are developing their 
first European car plants - 
in the UK — with an 
initial capacity to build 500,000 
cars a year by 1995, and Mazda 
and Mitsubishi have 
annmmrtd their intention Of 
following their lead, probably 
in joint ventures. 

The European industry, 
which is faring the added chal- 
lenge of the creation of the sin- 
gle market in 1992, is already 
in tiie throes of a new phase of 
restructuring. 

In the last year Ford has 
taken over Jaguar, tim UK lux- 
ury car T™*kAr for £L4hn, Gen- 
eral Motors has taken a 50 per 
cent stake and management 
control in the loss-making 
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gaah car operations in Sweden, 
and Renault of France and 
Volvo of Sweden are poised to 
seal an ambitious alliance 
encompassing both their car 
»wd truck operations. 

This year, Honda of Japan 
has taken a 20 per cent equity 
stake in Rover, the leading UK 
car maker, and Fiat has virtu- 
ally completed its monopoly 
position in the tfahan motor 
industry by taking effective 
control of Maserati and Inno- 
cent! 

The big deals are being 
bflriwd by a maze of smaller 
collaborations between world 
vehicle makers anxi ous to 
cover all segments but lac king 
the resources to play alone. 

The finny of deal making in 
the European anto industry 
has moved into eastern 
Europe, but companies are 
becoming aware of the enor- 
mous costs and political uncer- 
tainties involved in moderni- 
sing the antiquated eastern 
European industry. 

But what is the size of the 
competitive gap between the 
land in g European and Japa- 
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Latest Models Page 15 

Editorial production: 

Philli p Holliday 

nese car makers? According to 
research conducted by the 
Massachusetts Institute of 
Technology’s five-year Interna- 
tional Motor Vehicle Pro- 
gramme, the Europeans take 
on average more than twice as 
many hours as the Japanese to 
assemble a car — between 80 
and 45 hours in Europe com- 
pared with 16 in Japan. Only a 
handf ul of European plants are 
within striking distance of the 
Japanese and none of them 
comes close to the best Japa- 
nese plan! 

According to Professor Dan 
Jones, European research 
director of the MIT pro- 
gramme, the Japanese have 
been successful in transferring 
their production system to the 
US ami have achieved similar 
productivity and quality to 
cars imported from Japan. 

"When Honda, Toyota and 
Nissan reach full production 
by the midl99Qs they will set a 
a new competitive standard in 
Europe also, which the Euro- 
pean producers will have no 
option but to match," he 
warns. 
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THE DASHBOARD IS THE ONLY THING THAT'S WOODEN ABOUT A SAAB CPS, & 


i ' 


•ft . •SSI ■ - r.m r ■ 


Take a seat and absorb the quality and space surrounding 


on space, in the USA the Saab CDS is one of only two European' ‘ 


you in a CDS The first thing you notice, is the walnut dashboard 


cars officially classified as large. The other is a Rolls-Royce. 


in front of you. This wood has travelled all the way across the 


The Saab, however is designed for drivers not chauffeurs 


Atlantic. It’s Virginian Black, a burr walnut. Its been specially cut. 


As you drive away, you realise that the luxury features of 


hand-crafted and given eight coats of lacquer. 


leaving tones of light and dark that enhance the 




the CDS are not merely cosmetic Beneath 


the leather upholstery, for instance, is a seat 


rich fee! of the cars interior. 




designed by orthopaedic experts with five adjustments 


Now the dashboards layout catches your 


to help find the most anatomically correct, yet comfortable position. 


eye. Mother nature may have provided the wood, but Swedish 


In fact, the car is so comfortable, that you won't want to 


Aircraft technology built the car, so the controls are shaped around 


leave it. Unfortunate, then, that this is the end of your test drive. 


you like a cockpit The instruments are large, and easy to read. 


You turn off the ignition and take a last look around the car 


You begin to realise, that when Saab make a luxury car, 


Touch wood, you'll now be making a purchase. 


they don’t sacrifice practicality. Nor will you find any compromise 


For a test drive ring 0800 626556. 
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Pontiac Grand Prlx STE Turbo, a membar of the General Motors stable 

UNITED STATES 


An insult to the rising tide 


IF INSULTS - particularly 
racist ones - are one of the 
last refuges of the vanquished, 
then the US motor industry is 
r unning very scared. 

Considerable controversy 
has been stirred up in the past 
few months by a succession of 
advertisements, backed by US 
car dealers, which have in one 
way or another belittled the 
Japanese. 

One television campaign 
urged Americans to buy Amer- 
ican cars because they were 
“built for our size families, not 
theirs.’* Another sarcastically 
referred to the Manhattan’s 
Rockefeller Center (bought last 
year by a Japanese company) 


More Immediately, the trio 
face the problem of recovering 
from this year's dive in earn- 
ings, the result of a US market 
suffering from over-supply, 
poor demand, the threat of a 
US recession and now, to boot, 
a Middle East oil crisis. 

The short- and long-term 
issues intertwine, since many 
of the immediate problems fac- 
ing Detriot stem from the 
industry's failure to halt the 
ever growing popularity of Jap- 
anese cars. 

For most of this century 
Detriot was the undisputed 
centre of the world motor 
Industry. In 1955, at the peak of 
the US manufacturers’ power. 


Meanwhile, the Japanese are 
accounting for an ever growing share 
of this fragile market 


as the “Hirohito Centre” and 
implied that buying a Japanese 
vehicle was unpatriotic. 

None of this seems to have 
much impact on the discrimi- 
nating US consumer. Its mam 
effect is to underline that the 
biggest long-term question fac- 
ing the US car manufacturers 
is whether they can stem the 
seemingly relentless advance 
of Japanese companies into 
their home market, or whether 
Detriofs "Big Three” - Gen- 
eral Motors, Ford and Chrysler 
- are condemned to years of 
painflll decline. 


it produced over TO per cent of 
the world’s passenger cars. Yet 
success, and isolation in the 
American heartland, bred com- 
placency and bureaucracy. 

The first Japanese imports, 
introduced in 1958, were a fail- 
ure but by the late 1970s the 
Japanese had begun to stake 
substantial inroads into the 
market. 

They were helped by the fuel 
efficiency of their cars in a 
world made nervous by two oil 
crises, but they also gained a 
reputation for quality, value- 
for-money and innovation. 


while their US rivals were 
turning out uninspiring 
vehicles at higher cost By 1980 
the Japanese accounted for 
some 20 per cent of the market. 

The Americans, complaining 
about unfair competition, got 
the Japanese to agree to volun- 
tary export restraints and 
urged them to compete on a 
level playing field by building 
plants in the US. In the 1380s 
the Japanese have done just 
that, and merely compounded 
Detriot’s problems. 

While the new capacity has 
been coming on stream fast in 
recent years, the demand for 
cars has been fiat or falling. US 
car sales in the first Half of this 
year totalled 4.91m units, com- 
pared to 5.13m In same period 
of last year. In all of 1989, 9-8m 
new cars were registered in the 
US, compared to the 10.5m to 
lim recorded in the mid-1980s 
at the top of the cycle. 

The result is great excess 
capacity, which means the US 
manufacturers with old plant, 
used well below its capacity, 
are in the throes of a delicate 
retrenchment. 

Meanwhile, the Japanese are 
accounting for an ever growing 
share of this fragile market. In 
the first half of this year the 
Japanese took a record 28 per 
cent of total car sales - 
domestic and imported - com- 
pared to just 24 per cent in the 
same period of 1989 . The share 
of the big three US manufac- 
turers dropped from 69 per 
cent to 65 per cent. 


The most popular car in the 
US is the Japanese Honda 
Accord and for four years Hon- 
da’s Acura luxury car division 
has topped the poll conducted 
by JD Power & Associates, a 
California consultancy, on the 
vehicles which give most cus- 
tomer satisfaction. 

In such a fiercely competi- 
tive environment all the manu- 
facturers - the Japanese 
included - have had to offer 
lane rebates to sell vehicles 
and this has slashed profit 
margins to the point where the 
big three are making relatively 
little money from their North 
American operations. 

There are further ominous 
trends; Japanese iffiM are par- 
ticularly strong on the west 
and east coasts (some 40 per 
cent of new cars sold in trend- 
setting California last year 
were Japanese) but the Japa- 
nese are only starting to target 
the American heartland in ear- 
nest, building up new distribu- 
tion bases in the midwest that 
analysts reckon could add 
three or four points more to 
their market share over the 
next few years. 

Demographics are helpful to 
the Japanese. According to Mr 
Christopher Cedergren, of JD 
Power & Associates, Japanese 
models account for dose to 48 
per cent of the under-45 aged 
market, with General Motors 
on 22 per cent. Ford 17 per cent' 
and Chrysler just 7 per cent 

Motorists are notoriously 
conservative in their buying 
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habits and reluctant to switch 
brands. As these “baby-boom- 
ers” age, they will tend to stick 
to Japanese models, and the 
big three will find it difficult to 
get them back inside their 
showrooms. 

Detriot’s products certainly 


managers away from the 
bureaucracy of Detriot can 
produce some excellent results. 

But the Americans still have 
a long way to go. Many ana- 
lysts believe that the bat- 
tleground in file 1990s will be 
tea ri tirmx» - the amount of 


The first Japanese imports, in 1958, 
failed but by the late 1970s the Japanese 
began to make inroads into the market 


have improved markedly in 
recent years. In terms of both 
quality, styling and productiv- 
ity the big three have greatly 
narrowed the gap with the Jap- 
anese, who in any case are far 
from fool proof. Indeed, some 
of the smaller Japanese pro- 
ducers have recently been 
showing signs of stmnbles in 
the US market. 

The European operations of 
GM and Ford are extremely 
profitable. This is partly due to 
strong demand and restrictions 
on Japanese imports, but the 
US companies have shown that 


Him it takes to get a car off file 
drawing board and into show- 
rooms; model life-time, the 
period during which a com- 
pany turns over its model 
range; and manufacturing flex- 
ibility, which allows a com- 
pany to respond quickly to 
rharig ns jn consumer taste. 

The US manufacturers still 
badly lag the Japanese in both 
areas, although again the gap 
has been narrowing substan- 
tially. 

Marfln Dickson, 
New York 


MR LEE IACOCCA, the 
charismatic chairman of 
Chrysler, faces his toughest 
test at the third largest US 
motor manufacturer since he 
rescued It from., the -brink of. 
bankruptcy a decade ago. 

America’s big three motor 
manufacturers are suffering in 
a market where demand is out- 
running supply and Japanese 
producers are grabbing an ever 
increasing share of the market 
But Chrysler is suffering the 
most 

It faces a ferocious battle 
over the next few years to hold 
its own in the car market and 
some observers question its 
ability to survive as an inde- 
pendent company over the 
long term. 

The company’s profits record 
has been unimpressive ever 
since the mid-1980s - in spite 
of several years of good condi- 
tions in the industry - with 
net income falling every year. 
In the first half of this year it 
made just 1180m, down 47 per 
cent on the same period of 
1989. 

Over the past tew months it 
has lost several senior execu- 
tives, including Mr Gerry 
Greenwald, vice-chairman and 
heir apparent to Mr Iacocca. 

While each of the big three 
has been losing market share, 
Chrysler’s drop has been par- 
ticularly large in recent 
months. 

It accounts for about 9 per 
cent of the car market with 
Japan’s Toyota challenging for 
the company’s traditional posi- 


tion as the third largest US 
manufacturer. 

Yet all this comes at a time 
when the company is in the 
throes of a $15bn five-year new 
product development pro- 
gramme and has to service 
some $18bn in long-term debt 
and unfunded pension fund lia- 
bilities. 

Some of Chrysler’s problems 
date back to the late 1970s. As 
part of its efforts to avoid 
bankruptcy, it was forced to 
sell its European operations to 
Peugeot of France. But in 
recent years the European 
arms o i both Ford and General 
Motors have been reaping 
extremely good profits, which 
have cushioned these two from 
the worst of the US mar ket. 

Yet critics say Chrysler’s 
problems also stem from a 
series of ill-judged moves in 
the mid-1980s when it bought 
the ailing American Motors 
from Renault, bought Gulf- 
stream Aerospace in a diversi- 
fication move that has been 
reversed, and decided not to 
invest in an additional 
for a new generation of 
vehicles. 

That means that it will not 
have a new range of products 
to present to consumers until 
the end of 1992, when cars 
based on its new LH chassis 
will start hitting the market. 
Until then, critics say. its car 
model range will look tired. 
And if the LH range Is not a 
winner, the company will be in 
severe trouble. 

On the plus side, the com- 



laccoca: folk-hero Image under threat 

PROFILE: Lee Iacocca 

Toughest test 
for a decade 


pany is faring much better in 
other parts of the vehicle mar- 
ket It dominates the field of 
minivans. This is a market seg- 
ment Chrysler invented in the 
mid-1960s. It is becoming very 
crowded as a rash of imitators 
rushes in, but Chrysler is 
expected to remain the domi- 
nant player, helped by a 
revamp this autumn of its 
model range. 

Similarly, the company’s 
Jeep subsidiary faces 
extremely tough competition 


in the fast growing market for 
so-called sports utility vehicles. 

The company could clearly 
benefit from additional tie-ups 
with foreign manufacturers, 
both to give it a greater expo- 
sure in Europe and the possi- 
bility of extra models for the 
US, particularly in the sub- 
compact range, where it lias no 
offering. 

Chrysler has a close relation- 
ship with Mitsubishi of Japan, 
which includes a joint manu- 
facturing operation in the US. 


But the US company has eat in 
half the 2L8 per cent stake it 
used to hold In Mitmihlshi and 
there are persistent sugges- 
tions that relations have grown 
cooler. 

The betting in Detriot is that 
the company is likely to form 
some sort of alliance with Hat 
of Italy, with which it is 
believed to be holding inten- 
sive talks. Chrysler, runs the 
argument, could gain Euro- 
pean exposure, help with new 
product development and 
access to Fiat’s small and very 
successful TIdo model. 

Perhaps significantly, Chrys- 
ler recently broke off plans to 
build a new sports ntility 
vehicle with another potential 
European partner, Renault, 
although it insisted It still 
plans to go ahead with the 

mnripl. 

Another question mark 
hanging over the company is 
the succession to Mr Iacocca, 
whose reputation as an indus- 
trial folk-hero has been some- 
what tarnished by Chrysler’s 
lacklustre performance in 
recent years. Critics suggest 
that after the drama of pulling 
the company back from the 
grave he let his grip relax in 
the mid-1980s. 

In the wake of Mr Green- 
wald’a surprising decision to 
leave the company, Mr Iacocca 
agreed to remain as chairman 
past the expiration of his cur- 
rent contract in December next 
year. 

Some critics maintain that 
be has stayed too long at the 


top and the company would 
benefit from a change of style. 
However, in the difficult mar- 
ket conditions, and amid a 
spate of poor publicity, Mr 
Iacocca’s continued presence 
does give the company a sym- 
bol of stability. 

The two chief candidates to 
succeed him are Mr Robert 
Miller, a 48-year-old finance 
man who is vice chairman of 
the group, and Mr Robert Lutz, 
58, who heads Chrysler’s auto- 
motive operations. 

. The cool, handsome and cos- 
mopolitan Mr Lutz is probably 
file front runner. The son of a 
Swiss banker and a former jet. 
pilot, he was a successful 
chairman of Ford of Europe 
before joining Chrysler four 
years ago. He has prime 
responsibility for the LH pro- 
gramme. 

He has a crucial role in 
Chrysler’s programme to cut 
its costs by $l-5bn a year 
through a host of projects, 
including plant closures, staff 
reductions, closer monitoring 
of health claims and pressure 
on equipment suppliers’ costs. 

Mr Lutz says the difficulties 
the company faces bears no 
relation to the crisis of 10 years 
ago. Apart from anything else, 
the c omp any’s cash position is 
very strong. 

Even so, most analysts 
believe the company is in for a 
bumpy ride far the next two 
years until it wheels out those 
vital new models. 

Martin Dickson 


WORLD’S largest 
mobile group enters the 
with a new chairman fac- 
in old problem: can Gen- 
Motors reverse the long 
in its US market share 
increasing Japanese 

J 


: new chairman is Mr 
t Stempel, who took over 
i start of August from Mr 

■ S mith, who led GM on a 
iversial path throughout 
(80s and was hailed both 

■ company’s saviour and a 
er. 

ieral Motors was for 
es the world’s pre-emi- 
notor business, its Chev- 
nnd Cadillac marques 
a Is of motoring quality 
lie American way of life. 
;M grew fat, bureacratic 
omplacent and was Hi- 
red for the arrival in the 
' new Japanese compete 

he 1980s Mr Smith tried 
tfce the business up and 
form GM from a slow- 
i g bureaucratic monster 
something altogether 
nimble. But the results 
teen mixed. 

Hrew money at the prob- 
invested heavily in 
itest technology in an 
pt to renew its North 
rar» manufacturing base, 
ight high-tech expertise 
gh the takeover of 
3S Aircraft and EDS, 


the data processing business. 

GM also set up a joint car- 
making venture with Toyota in 
California to learn lessons 
about the Japanese way of 
manufacturing, and it set 
about a reorganisation of its 
North American operations. 

In spite of this CM’S share of 
the US car market dropped 
from 46 per cent at the start of 
the decade to some 35 per cent 
at the end, as Japanese com- 
petitors ate deep into its cus- 
tomer base. 

While GJTS productivity has 
improved greatly, it is still the 
high cost US producer, carry- 
ing a large burden of excess 
manufacturing capacity. Fur- 
thermore, while its plants may 
be much more efficient, they 
still tend to be geared to the 
high volume production of sin- 
gle models, in a world where 
manufacturing flexibility will 
increasingly be a key to suo- 


PROFILE^Rober^tempel 

New chief, 
old problem 


year, albeit very modestly and 
due In part to low priced fleet 
sales. 

It is trying a new marketing 
tack, with the advertising slo- 
gan: “Putting quality on the 
road,” which tacitly acknowl- 
edges that for years its cars fell 
short of customers' expecta- 


Qn a more positive note, GM 
has fared much better in 
Europe where in the last three 
years a revitalised organisation 
has turned years of losses into 
record profits. And at home the 
organisation does seem to be 
putting behind it the dull 
look-alike vehicles which char- 
acterised its output in. the 
1980s. 

It is the only one of the big 
three US manufacturers to 
have gained market share this 
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tions. But now, it says, they 
are greatly improved. 

The advertisements HirfnA, 
charts showing that while the 
company's defects per 100 cars 
have dropped from just under 
800 in 1900 to about 200 in 1969, 
Japanese car makers still have 
a lead in this area of quality. 

Crucial to public pexreptions 
or GM in the next year or so 
will be the launch this autumn 
of its much heralded Saturn 
model car. This had been a pet 
project of Mr Smith since the 
early 1980s, when he vowed 
that he would drive the first 
car off the Tennessee assembly 
line before he retired. He just 
made it, in a private ceremony 
a day before Mr Stempel 
replaced him. 

Saturn was conceived as an 
all-out American attempt to 
beat the Japanese in the amah 
car market by starting from 
scratch - building a new car 
in a new plant using new 
labour practices and an 
entirely new dealer network. 


But many of the project’s 
original goals have been scaled 
back and others have been 
overtaken by changes in the 
market 

Wall Street analysts believe 
the car will be a very strong 
competitor In the crowded 
small car market, produced in 
an impressive state-of-the-art 
plant. But given the amount of 
money thrown at the enter- 
prise, and the fierce competi- 
tion in the US market, it is 
questionable whether it will 
actually make money for GM 
for years to come. 

Nevertheless, if it Is a criti- 
cal success it will give a big 
fillip to (Rif’s public prestige. 
Image is half the battle in sell- 
ing cars, and the c om pany des- 
perately needs to obliterate the 
view that it is on a losing 
streak if it is to push its mar- 
ket share back above 40 per 
cent. 

Even if Saturn is a success, 
Hiwt still leaves the problem of 
transforming the rest of GM*s 
plants into similarly lean and 
hmrihfe operations - and the 
mmpany has recently had the 
worst history of labour rela- 
tions in tiie industry. 

It is still too soon to say how 
Mr Stempel, aged 57, will steer 
through this minefield. Some 
within the company have been 
hoping for radical change, but 
the early indications are that 
the new chairman, who was 


president and chief operating 
officer of the company for the 
previous three years, will not 
make large departures from 
the policies of his predecessor. 

His very appointment was 
something of a departure for 
GM, since he is an engineer by 
background - the first since 
2953 to lead the business, 
which has been generally run 
by finance men. And the team 
he has gathered about him is 
dominated by engineers and 
people with direct experience 
of running vehicle operations: 
This is regarded in the indus- 
try as a good sign, since GM*s 
problems are i»*wntinlly Hum 
of its products. 

At H»g camp tfmp | hia man- 
agement style seems to be 
more collegial than that of Mr 
Smith, who was often criticised 
for being headstrong and indi- 
vidualistic. Certainly, in his 
first press briefing «<"■* biting 
over as rJahtnan, Mr stempel 
went out of his way to empha- 
sise the teamwork of the tap 

management. 

Mr Lloyd Reuss, 53, who has 
taken over Mr Stampers job as 
president, added that it was 
now time to “move the organi- 
sational focus from what we 
are going to do to how we get 
it done. The how is always 
much more difficult than the 
what” 

Martin Dickson 
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Bean counter 
keeps an eye 
on the costs 


FORD MOTOR is going back to 
Huicg in the 1990s. Diversifica- 
tion will enable it to concen- 
trate on making only cars, 
trucks and money, say top 
executives. 

Given that the company 
proved pretty successful at 
vehicle- and money-making 
after the industry-wide slump 
of the early 1980s, the question 
is whether it ran maintain that 
momentum. 

Most analysts believe it can- 
not. But there is also wide- 
spread belief that there is no 
better person to lead the com- 
pany through the expected 
tough times ahead than the 
man who took over as chair- 
man in March this year. 

The decision to reverse the 
diversification of the past had 
been taken when Mr Harold 
“Red” Poling moved from the 
president's to the chairman's 
office following the earlier- 
than -expected retirement of Mr 
Donald Petersen. 

Mr Poling arrived with 
impeccable bard man creden- 
tials. 

He is a 40-year Ford veteran, 
who rose rapidly through the 


K is not hard to 
Imagine a Ford in 
the late 1990s as 
an even bigger 
retailer of vehicles 


ranks. The late 1970s saw him 
as chairman of Ford of Europe. 
By keeping costs firmly in 
check. Mr Poling ensured that 
Ford oT Europe made spectacu- 
lar profits while business at 
the parent company in the US 
languished. 

He returned to run Ford’s 
North American operations in 
I960 and became president five 
years later. Mr Poling, more 
than any other, has been iden- 
tified with the $3bn-worth of 
North American fixed costs 
reductions which laid the 
groundwork for Ford’s string 
of handsome profits In the late 
1980s. 

These events mean that Mr 
Fating, an accountant by train- 
ing, has had trouble shedding 
the “bean counter" image, 
even though he has been a pro- 
fessional manager since 1977. 

The other ride of Ford’s suc- 
cess was product. It made 
attractive models which the 
public liked, and made them 
with considerably greater 
emphasis cm qualify than in 
the past 

Much of the credit for that 
went to Mr Petersen, an engi- 
neer and, in the Detroit jargon, 
a “car guy.” 

Now that the car guy has 
gone and the company is 
headed by a been counter, it 
faces greater challenges on 
several fronts. 

Competition in Europe, 
which generates most of Ford’s 
automotive profits three days. 
Is getting tougher. 

Ford has lost some market 
share recently. Nissan, Toyota 
and Honda are well advanced 
with their European produc- 
tion plans, and other Japanese 
companies are expected to 
follow. 

Western European sales 
have been buoyant for several 
years, but the market is over- 


To keep down 
costs. Ford is 
forging ad hoc joint 
ventures with 
competitors 


due for a downturn. And while 
Ford's competitors, including 
General Motors, have been 
looking to expand into eastern 
Europe, Ford has taken a much 
more cautious approach. It is a 
scenario which will mean 
ti ghter margins all round. 

The cost-cutting measures 
Ford made in North America 
in the early 19808 were rela- 
tively easy. “Further cost 
reductions will become pro- 
gressively more difficult,” says 
Mr Karl Ludvigsen, of Ludvig- 
sen Associates, a motor indus- 
try consultancy. 

At the same time. Ford will 
face renewed competition in 
North America. 

It will come from General 
Motors, which is fighting back 
on a broad front with better 
products and improved qualify, 
and from Japan, whose trans- 
plants are now building up vol- 
umes. - 

In addition, all car makers 
are facing Japanese competi- 
tion in the luxury car market 
for the first time. Models such 
as Toyota’s Lexus and Nissan’s 
Infiniti are pitched at Ford’s 
Continental and Town Car 
models winch have tradition- 
ally provided considerable prof- 
its per car. 

Not that Ford - or any com- 
pany selling cars in America is 
making much money these 
days. All companies are locked 
in a debilitating round of 
incentives and cheap financing 



Poling: arrived with hard man 
credentials 

in order to keep sales moving. 
Mr Poling admitted at Ford's 
annual meeting this year that 
all this promotional spending 
was costing the company $4bn 

On an annnalimxt basis 

Ford acknowledges the chal- 
lenges. It says it will invest 
more in the first half of the 
1990s than it did in the second 
half of the 1980s, which was 
$25bn. But the money will take 
a toll on profits, the company 
warns. 

A lot needs to be spent 
partly to make up for lack of 
plant modernisation and new 
product investment in the 1980s 
- at a time when the company 
was spending on its diversifica- 
tion. 

There is wide recognition 
within the company that some 
of its products, most notably 
its p ower train components, are 
well behind those of rivals in 
terms of sophistication and 
efficiency. 

Some progress is being 
made. A new modular V6 and 
V8 engine is going into produc- 
tion in America, though the 
European Escort being intro- 
duced will not have the new 
multi-valve engine for another 
year. 

Other new vehicle pro- 
grammes - so vital to remain 


Western European 
sales, buoyant for 
several years, is 
overdue for a 
downturn 


competitive in the market - 
have been delayed. The new 
Taurus/Sable, a mainstream 
US model, will now not appear 
until 1997 at the earliest, three 
years late. 

That in turn will mean a 
considerable delay for the 
European Granada/Scorpio 
replacement, which is to be 
built off the same chassis. 

That means these Fords will 
have been around for 12 years 
old by the time they are taken 
off the market Rival Japanese 
products, meanwhile, are 
renewed every four years. 

Ford will be paying for much 
of its plant and product invest- 
ments with proceeds from sales 
of its non-automotive interests, 
such as steel making, aero- 
space, car rental and agricul- 
tural tractor operations. 

It has no intention of selling 
Its recent automotive acquisi- 
tions, Aston Martin and Jag- 
uar. While Jaguar is not the 
high finanriwi flyer that it was. 
Ford has plenty of faith it its 
longer term value. 

However, the £L6bu spent on 
its purchase could have been 
earning Ford estimated annual 
interest of £2S0m, according to 
Mr Krista Bhaskar, director of 
the Motor Industry Research 
Unit in Norwich. 

In order to keep down the 
cost of bringing new models on 
to the market. Ford is continu- 
ing to forge ad hoc joint ven- 
tures with competitors. 

It has a number of North 
American ventures with 
Mazda, in which it holds a 25 
per cent stake. It buys Mazda- 
designed small cars for North 
America from Korea. Other 
Mazda projects are expected to 
follow, particularly given the 
Japanese company’s desire to 
be a producer in a united 
Europe. 

Ford is picking other part- 
ners as well: Volkswagen, with 
which it has an all-embracing 
agreement in Brazil and Argen- 
tina, and a separate minivan 
agreement for Europe; Fiat's 
fveco. with which it is a j unior 
truck-making partner in 
Europe; and Nissan, .with 
which it is making aspart-atil- 
ity vehicle in Europe and a 
minivan in North America. 

Given all these joint ven- 
tures and the Importance of 
m ai n t ainin g good quarterly 
results, it is not hard to imag- 
ine a Ford in the late 1990s as 
an L , e y en , bi S£ er retailer of 
vehicles designed and manu- 
factured by rivals. 


Richard Feast 
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Eastern European markets are opening. Ian Robertson reports on developments 

East Germany tops shopping list 


Company/location 


Trading vehicle plants 

7 Products 
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FOREIGN manufacturers were 
quick to grade opportunities in 
eastern Europe according to 
location. East Germany 
emerged in the forefront with 
imminent prospects of unifica- 
tion and a place in the Euro- 
pean Community. The industry 
and infrastructures of Czecho- 
slovakia, Hungary, Poland and 
Yugoslavia were ranked next 
with the USSR viewed as a spe- 
cial case and the other East 
European countries rated some 
way behind. 

Cultural alliances as in West 
and East Germany, as well as 
king-standing commercial ties 
have brought western produc- 
ers such as Volkswagen and 
Fiat to the fore in dealings 
with eastern Europe. Similar 
considerations have hampered 
negotiations by Japan where 
the leading producers are con- 
centrating instead on stepping 
up exports to the region. 

Toyota has been evaluating 
opportunities in Czechoslo- 
vakia. Isuzu has been looking 
at joint Eastern Bloc opportu- 
nities with General Motors and 
similarly Mitsubishi with 
Daimler-Benz. Daihatsu also 
recently lost out in Poland. 
Only Suzuki, in Hungary, has 
secured a foothold so far. 

Construction of an assembly 
plant begins in September with 
first output of Swift models 
scheduled for October 1992. 
First year production is expec- 
ted to be 15,000 units rising to 

50,000 per year of which 30,000 
will be sold in Hungary. 

Lured by the prospect of a 
doubling of the Eastern Bloc's 
annual 9m car market wi thin 
the decade as well as access to 
cheap skilled labour, western 
vehicle manufacturers never- 
theless face formidable risks. 
Outdated technology and high 
vertical integration mean that 
both the vehicle and compo- 
nents industries are disorgan- 
ised and inefficient. In East 
Germany, although higher 
than in Poland, Czechoslovakia 
or the USSR, productivity 
remains at only 40 per cent of 
West German levels. 

Absorption by West Ger- 
many would mean a rapid 
redaction in overmanning lev- 
els estimated at 35 per cent 
with job losses in prospect. 

East Germany's automotive 
industrial infrastructure has 
been allowed to run down and 
no provision has been made for 
depreciation and replacement 
- within the existing structure 
its products cannot be priced 
competitively. 


Enormous capital expendi- 
ture is required to get the sec- 
tor back on to a sound eco- 
nomic and environmental 
footing. In many cases, it will 
be more effective to scrap 
exis tin g obsolete plant and 
build all new facilities. Ulti- 
mately, the large inward 
investment under wa y co uld 
result in one of the greatest 
concentrations of new car 
plants in the world being 
located in the Eastern Bloc. 

As soon as there is an injec- 
tion of capital, labour costs, 
the region’s prime perceived 
advantage, are expected to rise 
very quickly. East German 
workers have been paid on 
average the equivalent of 
DM1 .200 per month based cm a 
44-hour week. This compares 
with DM3J>00 in West Germany 
based on a 37-hour week. 

The other problems of the 
Eastern Bloc are numerous 
and well documented. They 
include the lack of hard cur- 
rency, inferior infrastructures, 
obstructive bureaucracies, an 
absence of banking laws and 
legal avenues for foreign trade, 
as well as enormous invest- 
ment costs coupled with an 
extended payback period. 

In spite of this, the list of 
new co-operative ventures is 
growing. Among the foremost; 


□ FIAT. Has a history of 
involvement in eastern 
Europe's motor industry 
stretching back more than 20 
years. It claims that more than 
half of annual car output in 
the region comprises Flat 
derivatives. The company has 
agreements in the USSR, Yugo- 
slavia and Poland and more 
are on the way. The emphasis 
is changing from licensing 
deals to direct equity participa- 
tion and a TntinnaTi»>rt compo- 
nent supply network, covering 
operations in both east and 
western Europe. 

In the USSR, Fiat is embark- 
ing on a $7bn project to create 
capacity for an additional 

900,000 cars per year at the Yet 
abuga KimpW i^ooo km east 
of Moscow. 

The programme has been 
scheduled in three stages with 
production of three separate 
car ranges along with the tech- 
nology to build new engines 
and gearboxes. 

The first stage involves pro- 
duction of Rat’s Panda model 
at an annual rate of 300,000 
iTTiitw from the end of 1992. In 
the second stage. Fiat design- 
ers and engineers will co-oper- 
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ate in the production of 300,000 
l-Ll litre hatchbacks per year 
based on Fiat’s Uno series. Tim 
first car In this A93 project is 
due to come off the assembly 
line in late 1993 or early 1994. 

The third stage of the Yela- 
buga programme is expected to 
output 800,000 larger models 
possibly derived from Fiat’s 
Tempra. First output is 
planned for 1995/96. As part of 
this joint venture. Fiat has 
agreed to take a 30 per cent 
equity stake in the A93 project 
with the balance held by a new 
Soviet state car company, 
Yelaz. Some 100,000 cars, a 
third of A93 output, will be 
sold in western markets. 

In Yugoslavia, Fiat has a 
production deal with Zavodi 
Crrena Zastava (ZCZ) in Kra- 
gujevac where an increase in 
its 1&5 per emit equity stake is 
under negotiation. 

Fiat recently began produc- 
tion of its Uno in Yugoslavia 
with provision for exports to 
the west. Eventually, these 
basic Sting or Formula vari- 
ants of Uno are to be sourced 
exclusively from Yugoslavia. 

In Poland, Fiat Is to single- 
source its new Micro range 
from next year. Initial' output 
of 160,000 units Is to be raised 
to over 200,000 In a project 
which the company admits 
would be unprofitable using 
western economies of scale. 
Rat recently defeated Daihatsu 
for a contract to provide new 
technology for Poland’s second 
car producer, FSO in Warsaw. 

It is to build 120,000 Fiat 
Tipos per year beginning later 
in the 1990s and this could 
involve a joint venture with 
5030 capital participation. Flat 
is planning to build an engine 
and pef w faw r in Poland to 
supobyFSM and FSO. 


□ GENERAL MOTORS. In 
March 1990, GM signed a 
D MI 70m agreement with the 
Warburg works at Eisenach, 
East Germany to set up a plan- 
ning joint ve n ture Opd-AWE 
for both vehicle assembly and 
production of components. 

Under this arrangement, 
assembly of 10,000 Vectra (Cav- 
alier) models from imported 
kits is scheduled to get under 
way this October. A derision 
will be taken later this year an 
whether to build a plant for 
frill production of 150,000 nnits 
but GM is still looking at alter- 
natives both in east and west- 
ern Europe. GM Is to iwafataiw 
a majority share in Opel-AWE 
which is to be integrated with . 
the Adam Opel purchasing and 
sales organisations. 

Elsewhere, GM has agreed to 
sell 150,000 engine manage- 
ment systems per year to 
Volga Auto Works of Togliatti 
in the USSR. They will be fit- 
ted to new Iada models. A deal 
to make catalytic converters in 
the USSR is being negotiated. 
A proposal to build up to 
250900 transmissions per year 
in Czechoslovakia is under 
review and production could 
begin late in 1992 with provi- 
sion for export to Western 
Europe. This would generate 
credits to pay for exports of 
built up vehicles from Opel's 
West European plants. 

The company is negotiating 
a cooperative deal with Bratis- 
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1,318,868 

790.000 

84.000 

296337 

40,800 

10500 


1.335.000 

730.000 

85.000 

298.000 

47.000 
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USSR 

AZLK. Moscow 

GAZ, Gorsky and Saransk 

IZHMAS, Ustynov 

KAMAZ. Nabarezhnie, Tehelny 

UAZ, Ulianovsk 

VAZ, 2aporoche 

ZJL, Moscow 

CZECHOSLOVAKIA ~~ 

AZNP, Mlada Boleslava 
TATRA Koprivnice 


Moskvlch; AJefco 
Volga cars; trucks 
Moskvlch 
5-24 ton trucks 
Cars/small trucks 
ZAZ: Tavrta 
Trucks; limousines 


Skoda cars; vans; buses 
Trucks; limousines 
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Yugoslavia 

Cars 

Trucks 

Buses 

290.048 

36.483 

3,801 

302^67 

35,338 

3,463 

East Germany 

Cars 

218.000 

21&989 


Trucks 

39.600 

39,000 


Buses 

1.630 

1,600 

Czechoslovakia 

Cars 

159,160 

165,000 


EAST G£RUANY 

VEB. Sach senring Auto Works. Zwickau Trabant 

VEB, SAW. Eisenach Wartburg 

IFA. Uidwigsfekle ' Trucks 

VEB Barkas. Karl Marx Sradt Vans 


I Romania 


Cars 

Trucks 


108.000 

17,400 

3.000 


107.000 

17.000 

3.000 


Bulgaria 

Cara 

Trucks 

Buses 

20,000 

6J900 

2,750 

IB 

Hungary 

Cars 

— 

_ 


Trucks 

2.063 

1,087 


Buses 

12^50 

11.930 


2,410.411 

9SKL646 

121.631 

3,522.688 


2.444.838 

828,425 

121.993 

3,485.264 


POLAND 

FSO, Warsaw 
FSM, Bialsko Biala 

HUNGARY 
RABA. Gyor 

Csepel Auto, Szigethalom 
Ikarus. Budapest 

ROMANIA 

Motor Car Enterprise, Pitesti 

OltciL Craoiva 

Motor Car EnL, Muscat 

BULGARIA 

Assembly Plant Lovech 

YUGOSLY1A 
I MV, Novo Mesto 
CHAOS. Koper 
UNIS-TAS. Sarajevo 
ZCZ. Kragujevac 
IKARUS, Zemun 
TAM. M&ribor 

TOTAL LISTED CAPACITY 
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Skoda Favorft - 

lavske Automobilove Zavody 
(BAZ) for possible assembly of 
light commercial vehicles in 
Chechoslovakia. 

GM announced in January 
that it was forming a joint ven- 
ture with Raba, the Hungarian 
car anH en gineeri ng group, to 
build up to 200,000 engines and 
assemble up-4o- ^30,000 - Opel 
Kadett/Vanxhall Astra; models 
per year. GM^wquld- have a, 67 
per cent interest fri ths project. 

□ VOLKSWAGEN. Volkswa- 
gen began production of its 
Polo series at the East German 
VEB IFA Kcmbinat factory in 
Mosel, Mar Zwickau last May. 
Output at the Trabant plant la 
to rise to 50 Polos daily by the 
end of this year. A second 
phase provides for this to be 
increased to 100,000 cars per 
year by the end of 1992. The 
final stage c£ this progr a mme 
will include the building of a 
complete car plant. Production 
is scheduled to begin in 1904 at 
500 cars per day, doubling to 
1JM0 a day by about 1996. 

Volkswagen signed a barter 


deal with East Germany in 
1984, and in December 1968 the 
company took first delivery of 
a total consignment expected 
to involve 430,000 1.3 litre 
engines over a four-year 
period. These are being sup- 
plied in payment for plant and 
equipment delivered by Volks- 
wagen-far tiie engine factory. 
The.same pnitw are being fit ted 
to locally produced -Trabant 
and Wartburg vehicles. 

In Yugoslavia, Volkswagen 
plans to increase its 49 per cent 
stake in UNIS-TAS with provi- 
sion to raise production of cars 
and Gaddy pick-ups by 40£00 
unite annually and in Czecho- 
slovakia the company has been 
bidding hard for a stake in 
AZNP(Skoda). 

□ FOBD. After reviewing 
events in eastern Europe with 
caution, Ford announced an 
380m Investment in Hungary 
in July. A new plant is to begin 
production of ignition coils in 
spring 1992 and of fuel pumps 
one year later. Output is 
planned to reach L8m colls and 


Pofski Rat 
Fiat 126 


9-16 ton trucks 
Buses; trucks 
Buses 


Dacia 
OJtcit 
ARO 4WD 


Moskvich 2140 


Assembles Renault* 

Assembles CUroSns. Peugeot* 

Assembles VWs 

Zastava 

Trucks; buses 

Trucks; buses 


140.000 
flIWJODv" 
33X100 

33.000 


100.000 

250.000 


L4m fuel pumps per year with 
provision for $80m-worth of 
exports per year. In turn these 
will fund additional sales of 
built up vehicles, largely Ford 
Fiestas, to the Hungarian mar- 
ket 

□ MER CEDES-BENZ. In Febru- 
ary, -Mercedes-Benz announced 
that it had signed a memcean- . 
diinx at understanding* with ' 
East Germany’s IFA-Nutzkraf- 
twagen based at Ludwigsfelde, 
near Berlin. 

Initially, Mercedes-Benz is to 
provide cabs for IFA’s latest 
L60 medium track, but plans 
for joint development and pro- 
duction of trucks have been 
modified as IFA’s output has 
ground to a near halt following 
Germany’s economic unifica- 
tion. 

Instead, the two companies 
are considering assembly of 
Mercedes medium- weight 
trucks at Ludwigsfelde. IFA is 
the leading supplier of medium 
trucks to the Easton Bloc and 
Mercedes-Benz is anxious to 
retain its new partner’s cus- 


90.000 

150.000 

18.000 


55.000 

7.000 

35.000 

220.000 

1,000 

10,000 

3,527,600 


tomers. Speculation about an 
eventual takeover has been 
viewed with caution. 

- In the USSR, Mercedes-Benz 
has discussed with Mitsubishi 
the possibility of setting up a 
joint production base for 
. 240,000-300,000 vehicles. The 
plant would assemble Mitsubi- 
shi finmiwprrial vehicles along 
- with. Mercedes’ medium W124 
' car line when West German 
output is phased out Also in 
Romania, Mercedes-Benz has 
been reviewing the potential 
for a bus manufacturing opera- 
tion. • 

□ RENAULT. As well as being 
in the forefront of negotiations 
with Skoda, Renault has had a 
collaborative arrangement 
with the 2MV factory at Novo 
Mesto in Yugoslavia rfncp 1971. 

R5 models are being added to 
production at the plant and 
Renault has also been involved 
in Romania where its R12 has 
been produced under licence 
since 1969 under the Dacia 
namp in January of this year, 
Renault signed a daft agree- 
ment to provide tHrhmcal aid 
. ..to, truck -producer Avif- of 
Czec h osl o vakia: 

Renault’s truck operation 
KVI. is, to assist Avia in the 
development of vehicles in the 
3JS-5 tonne range. Production is 
due - to begin in -1992, with out- 
put reaching 20,000 vehicles 
per year. Also in Czechoslo- 
vakia, Renault has agreed in 
principle to begin assembly of 
its Trafic vans with Bratislava 
Automobile Zavodi (BAZ)* Pro- 
duction could begin at the end 
of 1992, with output rising from 

15,000 to 30,000 vehicles per 
year. 

Next on the western vehicle 
manufacturers’ list, as well as 
the t us s le by Volkswagen and 
Renault for Skoda, the Czech 
truck producer Tatra is looking 


for a western partner. Inters 
ested parties include Volvo, - 
MAN and Rim’s Iveco division. 
Toyota, General Motors and ' 
Renault have been looking at 
joint utility vehicle opportuni- 
ties with BAZ of Czechoslo- • 
vaMa. 

Heavy truck producer 
Kamaz, of the USSR, is offering 
49 pa- cent of its shares to out- 
side investors in an attempt to 
fund a modernisation pro- 
gramme and, in Hungary, state 
owned bus maker ikarus in 
expected to emerge from bank-' 
ruptcy dealings as a privately 
held company. Daf, Renault 
and Mercedes have all been in 
discussions with Ikarus. 

In the wake of the vehicle 
ma nu facturers, ov er t ure s have 
been made by western compo- 
nent producers to their Eastern 
Bloc cou nte rpa rts . 

Robert Bosch is to set up a 
joint ve ntur e with East Ger- 
many’s FER Fahrseugetektrik 
at Riagnar-h Bosch is feo hold a • 
majority stake fri the venture 
which will develop, prodnee. 
and market electrical equip- 
ment and fittings for vehfoks. • ; 

In Poifamd, thg ftafian • cm- - •< 
pany Sabett is negotiating with.': 
the Motorization enterprise 
Czestochowa cm a joint venture i • : 
to produce car seat belts. The' 
Netherlands company Akzo - 
opened a joint venture paint 
factory in June with the Tisza 
Oiemical Combine of Hungary. * 
The venture expects orders fin: 
its paint from toe GM car proj- . .. 
ect and Is also hopeful of a 
contract from the Suzuki ven- 
ture. 

In May, toe West German 
company Wegla signed a joint 
venture with the Unis group of 
Yugoslavia which produces 
strengthened glass for the 
automotive industry. More 
than 70 per cent of the output 
is exported to Volkswagen. 


Kevin Done examines Fiat’s ambitious plans in eastern Europe 


Pole position in the race eastwards 


FIAT is developing an 
ambitious strategy for eastern 
Europe, as it attempts to steal 
a march on its rivals in the 
world auto industry. 

It is planning a car produc- 
tion network that would 
stretch from Turin In the 
alpine foothills of Piedmont 
and Palermo in Sicily to Yela- 
buga at toe confluence of the 


Kama and Volga rivers in the 
Tatar approaches to the Urals. 

The network will take in 
plants in Poland fin Warsaw 
and in Bielsko Biala close to 
the Czechoslovak border), and 
in Kragujevac in Yugoslavia, 
south of Belgrade. 

Fiat claims that more than 
half of the 2m cars produced 
each year in eastern Europe 
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and the Soviet Union are Fiat 
derivatives, the remit of pro- 
duction accords stretching 
back more than 20 years. This 
total is to rise rapidly during 
the 1990s as a result of a series 
of deals struck in recent 
months. 

In western Europe, Flat is 
more confined within its 
domestic borders than any 
other leading car maker. It has 
no car plants outside Italy, and 
the Italian market still 
accounts for more than two- 
thirds of its western European 
car safes. 

What it lacks in the west, it 
now believes, can be made up 
in the east, where its long-es- 
tablished Wwfcft — most inxDor- 
tantly in the Soviet Unton, 
Poland and Yugoslavia - give 
it a head start over rivals. 

The cars rolling off many 
assembly lines in eastern 
Europe may be familiar to 
w estern eyes under the names 
of Lada, Yugo and FSO, bat is 
many cases they are Fiats by 

nwffthflr name arillw as ZhlKU- 

Hs (Lada) or Zastavas (Yugo) in 
their home markets. Most are 
based cm earlier Fiat models 
sach as the 124, 125, 127 and 
128. Even more modem ver- 
sions such as the Yugo Florida 
(sold as the Sana in the UK) 
designed by Giugiaro of Italy, 
still feature Flat engines and 
gear b oxes under the skin. 

Fiat is developing rapidly 
beyond the traditional licen- 
sing and production agree- 
ments erf previous decades as It 
seeks to establish its brand- 
names in eastern Europe. 

Hitherto Fiat’s financial 
ex po sur e has beat limited. It 
has not invested much of its 
own money in eastern Europe, 
but has sold and licensed tech- 
nology. Gradually that is to 
change as its prepares to take 


equity stakes in the eastern 
European operations, as it has 
previously done only in Yugo- 
slavia. 

According to Mr Francesco 
Gallo, Fiat’s executive vice 
president for international 
activities, the company’s most 
crucial exposure in eastern 
Europe will be in quality. "We 
are going to guarantee the 
quality control of the cars. 
These cars will have to be iden- 
tical in quality with ours, and 
we must ensure that this hap- 
pens. We will be producing 
products that will come into 
our network. If the product is 
no good, that b a big exposure, 
float Is a major risk.” 

Fia t’s amb i tion is to create 
an integrated production net- 
work with up-to-date models 
produced in eastern Europe at 
quality levels that win also 
allow the cars to be sold In 
western markets under Fiat 
group n a me plates. At the same 
time it is planning an inter- 
change of components between 
the different co un tries, much 
as Comecon’s central planners 
sought to impose, but only 
achieved imperfectly. 

Rat has agreements in place 
in the Soviet Union, Yugo- 
slavia and Poland. 

• Inevitably the biggest chal- 
lenge fe the Soviet Union. 
Fiat’s earliest involv eme nt in 
Russia predates the revolu- 
tion, but in the post-war era its 
breakthrough came when it 
was chosen as the Soviet 
Union's partner to design and 
build one of the world’s biggest 
car plants at TogUattigrad on 
toe banks of the Volga. 

The contract fin* a plant to 
produce 660,000 cars a year 
based on the Fiat 124 was 
Signed In 1966 with the first 
cars rolling off the line four 
years later in 1970. 


Now Flat is an barking on a . 
new project, which it valued 
earlier this year at $7bn, aimed 
at creating an additional 

900,000 cars a year production 
capacity, enough to almost 
doable the Soviet Union's 
annual production of l_3m- 
1.4m. 

The large car complex to be 
built at a site cm the banks of 
the Kama river at Yelabcga, is 
to be developed in three stages, 
each producing 300,000 cars a 
year. Flat win play a leading 
role in all three phases provid- 
ing the industrial leadership 
for the production in the Soviet 
Union of three separate car 
ranges, and the technology to 
produce 900,000 gngiTM»q and 
gearboxes a year. 

Fiat agreed late last year to 
enter a joint venture to pro- 
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Flat Tempra: may be (he basis lor Vw third stage of thp Yalabaga project 


The project investment In 
the A93 is said to be around 
$l.Sbn and the first car is 
scheduled to come off the 
assembly line by late 1993 or 
early 1994. 

Most importantly for Fiat 
this part of the Yelabuga proj- 
ect will break new ground for 


Flat claims more than half the 2m cars 
produced each year in eastern Europe 
and the Soviet Union are Fiat derivatives 


duce 800,000 l-Ll litre cars a 
year, code-named A93, at the 
Yelabuga she, about 1,000 km 
east of Moscow. 

It has since agreed too to 
lead the development of the 
first stage at Yelabuga which 
will be for the production of 
Fiat's small Panda car, which 
will also be prodneed at a rate 
of 300,000 cars a year from the 
end of 1992. 

Under the present plan Fiat 
will take a 30 per cent equity 
stake in a joint venture to pro- 
duce the A93 giving it its first 
direct financial exposure in the 
Soviet Union, with the remain- 
ing 70 per cent held by Yelaz, a 
new Soviet state car company 
that has been tensed for the 
Yelabuga project. The equity 
capital could be about ftOOm. 


it In toe Soviet Union, as the 
car will be sold in the local 
market under a combined Flat 
and Soviet nameplate, the first 
time that a western car 
marque has been allowed in 
the Soviet car ma rimf 

About 100,000 cars or a third 
of toe output of the A93, a 
three and five door hatchback, 
will be sold in western mar- 
kets, possibly under the Rat 
group’s Innocenti nameplate. 

Fiat will be responsible for 
providing toe 'technology for 
sheet metal pressing, body 
assembly, ptdwHwg large plas- 
tics components pressing, final 
assembly and testing. 

The third stage of the Yela- 
buga project will be based on 
the production of a huger Fiat 
car, possibly the medium-sized 


Tipo or Tempra, which have 
been launched in western 
Europe in the last two years. 
Production of this phase is 
scheduled, to begin in 1995/96. 

Unlike the joint venture A93 
car, the deals for the Panda 
and possible Tipo/Tempra pro- 
duction will be more tradi- 
tional production and technol- 
ogy contracts along the Hwoa of 
the earlier Togliatti project. 

• In Yugoslavia Fiat signed 
Its first deal for the local pro- 
duction of its cars at the 
Zavodi Crvena Zastava (ZCZ) 
Plant in Kragujevac as long 
ago as 1954. In 1968 it acquired 
an 185 per cent equity stake 
for S Bm ; and it is negotiating 
an increase in this stoke to a 
substantial minority or even a 
majority holding. 

ZCZ accounts for the major- 
ity of Yugoslavian car output 
with the Yugo 45/55 based on 
toe Fiat 127 and the Yugo 
SbUa -or 311/511 based on tie 
mat 128 and has 70-80 per cent 
of the local market 

-We want to integrate toe 
Yugoslavian plants in our gen- 
eral European strategic pro- 
duction network with an inter- 
change of products and 
components.- says Mr Gallo. 

importantly, Fiat has begun 
assembling in Yugoslavia a 
basic version of its Uno smai] 


car, which will be for sale both 
locally in Yugoslavia and in 
western markets. 

As a demonstration of Flat’s 
determination to bund a pan- 
European production network 
to serve its western and east- 
ern European sales networks, 
itbegan last month to sell 
ZCZb Yugo 45/55 range in Italy 
under its Innocenti brand- 
name calling it the Koral 45 
and 55. The Innocenti marque 
will be used for “popular, low- 
wrt cma", says Mr Gallo. 

• Kars first move to single 
source a car from eastern 
Europe for sale in both east 
and west was the Fiat 120. tbs 
smallest car in Its range. 

Production began jinder 
to**®? m 1974 at the FSM 
plantin Bielsko Biala in Sile- 
sia- By the late 1980s Fiat bad 
moved all production of an 
updated version to Poland, and 

next year will see the launch of 
a newgeneraiiim mini car, the 
mat Micro, developed by Fiat 
Production in 
Efflgf 1 0ut P« wfil start at 
yeai b * ** expected 
to rise to more than 200.000. 

habSf^S 1 ? *Tat defeated Dai- 
SSL? Ja P an to provide new 
for Poland's FSO in 
Warsaw, which will be produc- 
ing 120,000 Fiat TiPOS avear 
later in the lM0s. ^ * * 


jh it* 
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Even more extraordinary than the appearance 
of this multi -limbed alien is the cleverness of its 
brain. And that is exceeded only by the nastiness 
of the world it creates, fmagine some never-to-be- 
wished motoring nightmare. A blown tyre on a 
B-road and an oncoming truck, perhaps. Why not 
throw in a sharp bend, a touch too much speed, 
and some ice? 

No matter how chilling the scenario 
you conjure up. this driving simulator 
will have taken Mercedes-Benz 
cars and engineers there already, 
it will have helped to ensure that 
safety elements built into 

wuvumi DUHiorci 

rHHCMiMKi mmd r'lMoinoMi every Mercedes-Benz — 
whether they're braking, powertrain, 
steering or suspension systems - are 
as effectively designed as it is possible 
to make them. 

Within the high-tech confines 
of this unique Mercedes-Benz 
research tool, the entire world of 
driving experience can be reproduced. 

Every driving sensation, every 
road condition, every conceivable 
traffic and climatic hazard is on tap. 

(it is possible, for example, to generate 
enormous simulated lateral acceleration, the 
sort of cornering stress that only expert drivers 
can draw from the world's most exotic production 
sports cars.) 

And the benefits to be -reaped from such 
research - be it the design of a Mercedes-Benz 
seat or direction indicator, a rear suspension 
linkage or foot pedal - are all the 
more conclusive for the exceptional 
realism of the simulator testing. 

Luxury Sits Easily With Safety 

But never suppose there is no room in, the 




AMD TEST cr»r MO DHL UP TO THE S -CLASS LALOON FOB UUDICH PURPOSES. 


heart of a Mercedes-Benz designer (or 
driving simulator) for life's little comforts. 

Look over the current Mercedes-Benz 
range and you'll discover a careful 
fusion of the rational and aesthetic: the 
common sense of a flawless driving 
position, the warmth of new. 
P more luxurious fabrics and 



The world according 
Mercedes -Benz 


NEW MACNBSIVM ML 
£E.tr FRAME MABRIES Pioricrir E 
STRENGTH AND COMFOE T. 


carpeting; the support and comfort 
of redesigned seats that are 
yielding yet firm enough to inhibit tiredness on 
long journeys. 

And, as the car’s aerodynamic efficiency 
lets it cleave the air in near silence, and as the 
rubber bushing of the subframes and the generosity 
of the insulation so effectively isolate the interior 
from mechanical vibration and road noise, yet 
another priority becomes apparent Mercedes-Benz 
engineers discovered long ago that what you 
don't experience in a car is just as important as 
what you do. 



Engineered. Like No Other Car 
In The world. 


Ergonomically Ideal Controls And Instruments 

Never has a Mercedes-Benz driver been more 
ably assisted by the 
crisp logic of the 
instrument panel and 
control layout than 

he is today. Both IWULirOl CREATES REALISTIC DHII'f.VC f.WrtlMUMf 

are models of clarity, perfected in the crucible of 
the driving simulator; every important control is 
placed within natural and instantaneous reach, and 
only information that is crucial to driving safety is 
grouped directly in the driver's field of view. There 
is no distracting gimmickry, no digital nonsense, 
and there are no pseudo-electronics. 

Once in the driver's seat, your hands 
fall onto an ergonomically satisfying 
steering wheel. And on the move, 
the power-steering assistance varies 
subtly to complement your own 
inputs at all speeds, and to ensure 
maximum feedback sensitivity - 
precision without exertion - another 
vital safety and comfort bonus. Yet 
another bonus is the simulator’s ability 
to test driver reaction to stressful con- 
ditions. By learning how human beings 
actually react in emergencies, as opposed to 
how they believe they would react. Mercedes-Benz 
engineers are better placed to design car controls 
that will assist accident avoidance. 

• •- A dvatnced. Suspension 

Improves Handling Finesse 

Underpinning the assured and reassuring 
on-road behaviour of all models, are 
suspension systems engineered to 
ensure maximum tyre contact and grip. 

Multi -link rear suspension, for instance, is now 
used extensively. This Mercedes-Benz invention 
disciplines self-steering and toe-in tendencies that 
* the rear wheels of all cars are prone to 

to 

under extreme conditions. 

The independently located damper and spring 
arrangement of the wishbone-mounted front suspen- 
sion combines the compliant, accommodating ride 
of long- travel coil springs with the control that 
dampers anchored dose to the wheel-hubs provides. 

Such optimised front and rear suspension design 
assures the driver of enviably safe and neutral hand- 
ling and exceptional comfort at all times. 

In the motor industry, no less than in other 
fields, the search for the best solutions to 
universal problems is a painstaking 
business. 

Making the driver’s environ- 
ment as safe and comfortable as 
it is stimulating, is an ideal that Mercedes-Benz 
engineers continue to try to perfect as they re-enter, 
again and again, the unique world of their driving 
simulator in search of answers that only it is 
equipped to give. 
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THE WESTERN European new 
car market, the largest in the 
world, is “riddled with barriers 
to trade and competition,” 
according to a report published 
by the UK National Consumer 
Council earlier this year, “The 
European motor industry has 
been able to push up prices 
and reduce choice to consum- 
ers." 

The report, based on 
research by Professor Garel 
Rhys and Mr John Bridge of 
the Cardiff Business School, 
claim s that the present curbs 
by some member states of the 
European Community on Japa- 
nese car imports are costing 
consumers about £L9bn a year. 

If these restrictions on Japa- 
nese car imports were lifted, 
prices of Japanese cars would 
fall on average by about 20 per 
cent, it maintains. 

The most 
contentious issue 
concerns Japanese 
transplants 

On the other hand, if the 
bilateral restraints In Italy, 
France, Spain, Portugal and 
the UK were to be replaced by 
EC-wide restrictions, consum- 
ers would continue "to foot 
this bill every year as long the 
restrictions last” 

In theory the creation of the 
single European market in 1992 
should spell the end of the long 
era of protectionism, which has 
allowed West European car 
makers to shelter behind quota 
restrictions - official and 
unofficial - against Japanese 
car imports in several leading 
European markets. 


The EC has for long been in 
disarray over the formulation 
of a motor industry trade pol- 
icy, however, and the contours 
of a possible consensus that 
have finally begun to emerge 
this year suggest that some 
form of EC-wide restraint on 
Japanese car imports will 
remain, at least tea transition 
period of hitherto unspecified 
length. 

In the corridors of power in 
Brussels and in the capitals of 
member states, the industry 
lobby has tended to over- 
shadow the voices of consumer 
interests. 

■ Peugeot and Renault of 
France and Italy’s Fiat group 
have tended to be in the van- 
guard of the protectionist 
industry lobby calling for con- 
tinued safeguards to allow the 
traditional European car mak- 
ers additional time to adjust, 
restructure and catch up with 
their Japanese rivals. 

For Mr Raymond Levy, 
cha irman and chief executive 
of Renault, the case for protec- 
tion is clear-cut and it is ech- 
oed elsewhere in the industry. 

“After conquering North 
America, the Japanese are 
turning on Europe. The inline- 
diate consequence will be sur- 
plus production capaci- 
ty . . . with the serious threat 
of a deteriorating trade bal- 
ance . . . The risk is clear to 
see: factory closures, even 
whole corporations shotting 
down, massive redundancies - 
in short the very survival of 
the European Industry is at 
stake.” 

While the language is some- 
times more restrained the lead- 
ers of companies snch as 
Volkswagen of West Germany 
ami Ford of the US have also 
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counselled caution. “An open- 
door policy to Japanese assem- 
bly plants without some strat- 
egy to ensure that they include 
a reasonable level of European 
economic benefit, employment 
and added value begins to look 
like a local form of haralori," 
says Mr Lindsey Halstead, 
chairman of Ford of Europe. 

The Japanese Industry has 
by and large preferred private 
lobbying to public attack in the 
battle to gam the ear of Brus- 
sds, but earlier this year Mr 
Yoshikasu Kawana, president 
at Nissan Europe did break 
cover at the Geneva motor 


show to put the Japanese case. 
It was “in the interest of Euro- 
pean industry to live with open 
markets,” he said. 

The European industry 
needed a greater competitive 
edge in order to establish itself 
in markets where there was lit 
tie or no indigenous vehicle 
production industry. “The real 
battle will be fought mi these 
neutral territories, where nei- 
ther Japanese nor European 
manufacturers have a home 
advantage.” 

After bitter wrangling in 
Brussels, EC governments 
authorised the European Com- 


mission earlier this year to 
negotiate with Tokyo “transi- 
tional” restraints on Japanese 
car sales after 1992. The com- 
mission judges such arrange- 
ments to be politically neces- 
sary to persuade Britain, 
France, Italy, Portugal and 
Spain to eliminate _the 
long-standing national import 
curbs, which are incompatible 
with the planned single mar- 
ket 

It does not ain> to nnghring 

the restraints in a formal 
agreement Instead, It Is seek- 
ing a bilateral deal, whereby 
Japan would undertake to 
“monitor” its car sales in 
Europe, so as to keep them 
within limits prescribed by the 
EC. Japan has indicated that it 
is prepared to contemplate 
some restraints on exports, 
though not beyond the mid of 
the ce ntury . 

Exactly bow these arrange- 
ments might operate has yet to 
be determined. 

However, once the EC’s 
internal customs barriers fan , 
ways would have to be found 
to prevent leakage of Japanese 
cars from open markets such 
as West Germany to protected 
ones. Current thinking favours 
reliance on national registra- 
tion controls or commitments 
by dealers to sell the cars only 
in their home markets. Both 
measures would segment the 
single market for the EC’s 
most important industry. 


The most contentious issue, 
though, concerns Japanese- 
owned EC “transplants,” Japa- 
nese assemb ly plants operating 
in Europe. 

The Community wants to 
include these in the overall 
restraints by counting their 
output against total direct 
imports from Japan. 

Such a stance would still 
allow the UK Government to 
insist that UK-built Japanese 
cars are gaining free access in 
all EC markets. 

Completing the internal mar- 
ket for cars has proved to be 
one of the most intractable 
problems for the 1992 pro- 
gramme and remains the 
outstanding issue to be tack- 
led. 

The National Consumer 
Council report argues that 
“quotas and voluntary export 
restraints (VERs) limit the 
Import of Japanese cars Into 
France, Italy, Spain, Portugal 
and the UK. 

“Differing national technical 
standards few regimes hin- 
der the free flow of goods 
wi thin the Community an ^ the 
development of the single mar- 
ket 

In addition, the motor indus- 
try’s selective distribution sys- 
tem, which was granted a 
*block exemption’ to Commu- 
nity competition roles in 1985, 
restricts and distorts competi- 
tion stQl further.” 

The Cwinril maintains that 
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the way these issues are set- 
tled will crucially affect the 
choice and price oT cars avail- 
able to consumers. 

The decisions the Commu- 
nity takes “will provide a dear 


measure of its commitment to 
its consumers and to demolish- 
mg the spectre of Fortress*, 
Europe.” . • 

Kevin Done r 


AN AGE of uncertainty is 
dawning for vehicle manufac- 
turers, dealers and the manner 
in which cars are distributed 
and sold in Europe. 

Investigations at European 
Commission level and in the 
UK are likely to have a bearing 
on whether the exclusive fran- 
chise sy s tem will survive after 
1995. This is when exemption 
from Treaty at Rome competi- 
tion rules which has allowed 
its survival is due for renewal. 

Until earlier this year, there 
was a fairly high level of confi- 
dence in the Industry that 
“block ex emp t i on” would con- 
tinue- 

Brussels had appeared to 
accept the trade and industry’s 
contention that because cars 
are so expensive, complex and 
safety-sensitive, they needed 
an exclusive distribution and 
sales system which could make 


the necessary heavy invest- 
ments in parts and service 
operations to keep vehicles sat- 
isfactorily on the road. 

In early summer, however, 
the European Commission and 
the UK's Monopolies and Merg- 
ers Commission announced 
separately, but almost simulta- 
neously, that they intended to 
investigate price disparities 
between national markets 
within the EC, and whether 
the exclusive franchise system 
contributed to them , to the dis- 
advantage of consumers. 

Consumers associations, and 
notably Brussels-based Bureau 
EuropOerme des unions de am- 
sommateurs, have argued for 
years that motorists in the UK 
and some other Co mmuni ty 
countries are being charged 
higher prices than justified by 
manufacturers t aking advan- 
tage of outdated customs, prac- 


John Griffiths explores the retailing and distribution of vehicles 

An age of uncertainty dawns 


tices and perceptions of what 
the market will bear. 

The UK’s National Consumer 
Council two months ago issued 
a report claiming that British 
motorists were paying about 
£2.000 more than they needed 
for small to medium-sized cars 
as a result of policies to protect 
Europe's motor industry from 
Japanese competition. 

These policies include 
restrictions on direct Japanese 
Imports and, allegedly, the 
refusal of dealers - under 
pressure from their vehicle 
suppliers - in countries where 


cars are cheap to supply them 
to other, high-priced EC mar- 
kets. 

For their part, manufactur- 
ers have argued that crossJjor- 
der price differ entials are 1 ms 
than claimed and they are are 
explained adequately by fac- 
tors such as d iff e ri n g national 
taxation regimes, exchange 
rate variations, and even differ- 
ent specifications in individual 
markets. 

These arguments have con- 
tinued - with neither side 
being wholly persuasive - 
even since the block exemption 
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Manor of foe world's 
leading Industrial 
tj companies have 
chosen Upper Nor- 
mandy as the Ideal 
region for advanced technological and 
industrial development International 
firms such as Exxon Chemical Ferrero. 
Glaxa Hoechst Kl Nestfe Shell. TbsM- 
ba. Unisys and Upjohn have settled in the 
region. Domestic concerns, including 
CGE. Elf. Matra. Renault Rhfine-Ftoulenc 
Saint-Gobain, Thomson and Tbtal favor 


the area both for its commitment to in- 
dustry and its workforce notably in the 
automobile and chemical sectors. 
Upper Normandy is the right place Its 
ports border the busiest sea in the world, 
making it France's foremost maritime 
region. It’s not far from Parts, and to road 
and rail systems are outstanding. It's no 
surprise that a full third of France's for- 
eign trade transits through Upper Nor- 
mandy every year. 

People in Upper Normandy are skilled 
and motivated ina variety of disciplines. 


The region's unique cultural heritage 

makes it a great place to live and work. 
For centuries Normans have shared In 
a grand tradition. They pride themselves 
on excellence and achievement in their 
every conquest 
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rules were set up in 1984 with 
the Intention of bringing about 
a more homogeneous market. 

A quid pro quo for the indus- 
try being granted block exemp- 
tion was that manufacturers 
nuke available to dealers 
vehicles similar to those the 
dealer normally sold, but with 
the specification of another 
Community country. 

For example, a British 
motorist was entitled, and to 
be able, to boy a rigfrt-hand 
drive car in Belgium or Luxem- 
bourg. EC new car prices 
should move within a predeter- 
mined band. Investigations 
would be started if prices var- 
ied by more than 18 per cent 
for a short period, or by more 
than 12 per cent over a period 
of a year or more, although 
some countries with dispropor- 
tions! high tax regimes such as 
Denmark were excluded. 

The process is under way, 
triggered in part by reports 
from consume- groups claim- 
ing differentials have widened 
outside the permitted bands. 

The UK inquiry, at least, is 
expected to report within a 
year. Hie EC inquiry is expec- 
ted to take longer but its con- 
clusions are awaited with 
much more concern by the 
industry because of their pan- 
European implications. Judg- 
ing by comments made by the 
Commissioner responsible for 
competition in the motor 
industry. Dr Klaus Stover, at a 
Motor Law conference in Lon- 
don recently, there is cause for 
the industry to worry. 

He said it was certainly con- 
ceivable that price differential 
problems could lead to block 
exemption being withdrawn, 
and appeared to take a critical 
view of the Industry. 

He indicated that the Com- 
mission would be Investigating 
not just the prices paid by con- 
sumers, but by dealers to man- 
ufacturers in In different mem- 
ber states. He described as 
“inexplicable” some of the 
product specification differ- 
ences between similar models 
sold in different countries, and 
which had been used by the 
industry as an explanation for 
price differentials. 

They are not the only mat- 


ters of concern. Different fran- 
chise roles can be, and are, 
applied in individual member 
states; possibly putting the 
dealer network in some coun- 
tries at a disadvantage to those 
in others, hi some countries, 
manufacturers are directly 
involved in the sale of vehicles 
and have service-only dealers. 
As Dr Stover points out, that is 
hardly compatible with the 
concept of block exemption. 

It is likely to be a year before 
the first hard conclusions 
emerge. By then, the 
for renewal of the block exemp- 
tion will be starting to come 
uncomfortably into sight. 

The uncertainty will be par- 
ticularly keenly felt by large 
public UK groups such as Inch- 
cape, which almost alone 
among EG dealer businesses is 
actively seeking to set up 
pan-EC dealer networks. 
Through its Mann Egerton sub- 
sidiary, Inchcape has brought 
dealerships in France and West 
Germany, and is examining 
other market prospects. 

Same, such as Mr Michael 
Williamson, chairman of the 
Appleyard group which has 
several dozen dealerships in 
the UK, quite happily assume 
that chfliig ia js coming on a 
number of fronts which will 
transform not just the physical 
size and operating methods of 
dealerships but, in the longer 
term, the all-important rela- 
tionship with manufacturers. 

Ian Skeily, a dealership 
owned by Appleyard at Man- 
chester, illustrates his point. 

Opened in May last year, and 
after a careful look at some of 
the methods employed in US 
car retailing, the dealership is 
a large one by any standards. 
It covers eight acres, equiva- 
lent to five soccer pitches, and 
is well landscaped. 

The main new car hall - it 
is a Volks wagon/ Audi fran- 
chise - houses a restaurant 
and children’s play area as 
well as dozens of cars. Serried 
ranks of well-prepared, late- 
model used cars occupy a 
floodlit, open areas to one side 
of the main building. 

In another sector is a sepa- 
rate section for rather older 
used cars, which other dealers 


might consider the clearance 
section. 

In the service areas, custom- 
ers can watch their cars being 
serviced from an armchair or 
talk to the mechanic. The 
workshops operate 24 hours a 
day to reduce customer 
waiting times and increase 
throughput A service cus- 
tomer can drop his car off at 8 
pm and pick it up first thing 
the following morning. 

The dealership is open until 
late evening and. says Mr Joe 
O'Donnell, the manager: 
“You’ll soon be able to buy a 
car Up until midnight if .you 
want to. We're trying to break 
aQ the traditional rales - but 
if retailers are going to succeed 
then it’ll be by meeting their 
customers’ needs, not theirs.” 

Whether that will extend to 
manufacturers agreeing to 
multi-franchising is another 
question. 

The central showroom, with 
four identical glass sides and 
entrances, could physically 
handle two or even four fran- 
chises without problem. Not 
least, the whole thrust of the 
marketing activity for the deal- 
ership has been, the promotion 


of the Skeily name, with the 
make of new car almost sec- '•? 
ondary. 

There seems little prospect . 
in the short term erf the Wg 
companies such as Ford - 
which limits to eight the maxi-, " 
mum number of dealerships 
any one retailing and distribu* . 
turn group can own - agreeing : 
to sharing a site with other- 
manufacturers on this basis, : 
no matter how attractive the 
idea might be to buyers. -*? 

Well, not in the UK, anyway,-: - 
where manufacturers are con- 
cerned about the balance of. . 
power ahiftjng too far in the 
direction of the large public 
dealer groups, which are a 
unique feature of the country. 

Mr Williamson is not alone 
in wondering whether such 
attitudes wifi persist in the 
face of a serious, market down- 
turn. And whether manufac- 
turers might then be so. anx- 
ious to “move the metal” 
through whatever outlets pres-V 
ent themselves so that their 
^opposition- to new car_“rapap' 

. markets" would crumMs. - 

Under those circumstances, - 
block exemption would became 
irrelevant ■ " '. T ' - 
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For further information contact; 

MANN MOTORSHiPS LTD 

Riverside House, Woolwich High Street, London SE16 60A 
Telephone: 081 -855 6644. Telefax: 081 -854 0604. Telex: 918443 







There are many cars in the same class as. 
the Vauxhall Carlton. 

We’re talking, of course, about medium- 
price luxury saloons. 

Yet in spite of the presence of BMW 
Mercedes and the rest, only four in this section 
of the market are luxurious enough to come 
with compact disc players as standard. 

One is an Alfa Romeo. Three are Vauxhalls. 

The Carlton GSi 3000. The Carlton CDX. 
And, of course, the Carlton CD (the only 


CD that’s enough of a CD to have a CD). 

The player fitted to the Carlton comes 
complete with all mod cons, including a 
cartridge load system that soaks up vibrations 
from the road. 

And if most of your music collection is still 
in the form of records and tapes, don’t worry. 

The Carlton’s music system includes 
a superb 6-speaker, 20 watts radio/cassette 
player. 

On second thoughts, forget what we said 


in the first sentence. There aren’t any other cars 

in the Carlton’s class. THE CARLTON. 



Once driven, forever smitten. 


CAR SHOWN CARLTON CD SHOOK. PMCC PME MCLUKS CAR TAX AND VM BUI EXCLUDES DEUVERY AND MEMBER PLATES P«CE E EOBtfCr IMK Of GOING 10 PRESS. AN0 INCiUKS ONE TEAR’S FREE UEMBERSHP Of HMHHHL AS*W*CE. OUT UMQUE RECOVERY AW ACCIDENT MANAGE MEN I SERVICE CO PIAVERS ARE miEB AS STANDARD ON 

Mi CARIION CD, COT AM) G& MOCti-5- PERFORMANCE FIGURES RASED ON MAMJFACIUHRS DATA. CAMION £ COVERED HT VUAHAU. PBU. PROIECTPJH WWCH GUARANTEES THAI 1H£ MSCE YOUTff QU0IEDIS 1HE FREE VOW RAX PROVIDED YOU AGREE IO BUIE DCUKRI MTHN i H0NIHS Of ORDER fOR MURE INFORMATION CALL 0800 AC4 200 
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WORLD CAR PRODUCTION FORECAST (OOOsJ 



1968 

1990 

1991 

1992 

1993 

1994 

Wool Gomumy 

4364 

4338 

4366 

4304 

4,642 

4.703 

Franca 

3^409 

3360 

3.306 

3345 

3.394 

3,521 

UK 

1399 

1382 

1328 

1399 

1302 

1383 1 

fMy 

2.015 

2390 

1382 

1364 

1338 

1.922 

Spain 

1339 

1343 

1361 

1386 

1,637 

1,759 

Nottwrlands 

130 

140 

137 

138 

132 

132 

Bdgkim 

309 

338 

310 

354 

391 

400 

Swadan 

384 

373 

367 

409 

421 

435 

Wastern Europe 

13,749 

13,597 

13,487 

13,870 

13.957 

14.454 

% Cltanao 

5l5 

-1.1 

-1.0 

13 

2.1 

3.6 

us 

8322 

Bv467 

6,411 

6380 

6305 

6,636 

North America 

7335 

7.7S9 

7367 

7,510 

7,581 


% Change 

-3.8 

-1.0 

-2.2 

-1.0 
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Japan 

9352 

8,902 

8324 

8,967 

8,976 

9,099 

% Change 

10.4 

-1.7 

02 

03 

0.1 

1.4 

AuaBnaHa 

304 

307 

312 

320 

335 


Soufli Korea 

880 

1.098 

1.389 

1.641 

1,823 

1,993 

Mexico 

439 

490 

514 

531 

552 

565 

Brexfl 

731 

444 

472 

570 

673 

714 

Eastern Bloc 

2,455 

2,488 

2374 

2JBS2 

2.695 

2380 

% change 

2.0 

1.4 
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World 

35.682 

asa-w 

35.556 

38,190 

36329 

38371 

% Change 

3.7 

-as 

0.6 

13 

2.0 



Kevin Done finds room for optimism among p roduction forecas te 

World sales to exceed 40m by 1995 



Toyota’s MR2 Turbo: a mM-englne sports car with 200 bhp 


| WORLD CAR SALES FORECAST 
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1980 

19B0 

1991 

1992 

1993 

1994 

West Germany 

2332 

2346 

3,009 

2.951 

2.917 

2387 

France 

2374 

2.367 

2383 

2315 

2379 

2,449 

UK 

2301 

2.072 

2,069 

2.193 

2316 

2370 

Rely 

2362 

2.339 

2.161 

2,192 

2,174 

9?m 

Spain 

1.136 

1391 

1.103 

1,129 

1306 

1317 

EC 

12374 

12.221 

12,108 

12370 

12,439 

12.902 

Wastern Eurepa 

13,424 

13,363 

13350 

13,452 

13349 

14.140 

% Change 

43 

-03 

-03 

13 

13 

33 

IIS 

9367 

9.777 

9,788 

9,653 

9.729 

10,022 

North America 

10.865 

1U751 

10311 

10,788 

10.885 

11303 

It Change 

-63 

-13 

03 

-03 

03 

23 

Japan 

4,404 

4340 

4381 

4,636 

4.756 

4303 

Taiwan 

380 

409 

422 

438 

452 

480 

South Korea 

500 

652 

757 

8BT 

973 

1.126 

Australia 

462 

442 

460 

460 

477 

496 

Asia Pacfflc 

1326 

2,121 

2374 

2.422 

2.580 

2.800 

% Change 

273 

iai 

73 

63 

63 

83 

Mexico 

275 

283 

297 

303 

317 

327 

Btrazfl 

567 

334 

357 

446 . 

538 

572 

Latin America 

1313 

964 

1,032 

1.135 

1349 

1301 

Eastern Bloc 

2376 

2316 

2379 

2,429 

2.454 

2395 

% Change 

3.6 

13 

2.7 

il 

1.0 ' 

5.7 

Wnalrl 

worm 

35386 

36,438 

35318 

36.436 

37.187 

38.640 

% Change 

23 

0.1 

1.1 

1.7 

2.1 

33 



WORLDWIDE new car sales 
are expected tq grow modestly 
♦hiii year by about L7 per cent 
to some 35.97m following two 
years of strong growth in 1988 
and 1989 according to the latest 
World Automotive Forecast 
published this month hy DRI. 
the automotive analysts. 

While western Europe and In 
particular North America are 
straggling to maintain 
demand, the countries of 
south-east Asia continue to 
grow at a substantial, though 
slower, rate than last year 
according to the study. 

The main threat to the 
Industry in the short to 
medium term is the crisis in 
the Gulf, but on the positive 
side significant long-term 
opportunities are expected to 
be created by the creation of 
the singift market In the Euro- 
pean Community and by the 
opening up of eastern Euro- 
pean markets. 

■ Worldwide new car demand 
is e x pected to falter next year 
with a marginal 0 2 per cent 
decline in sales, followed by 
four years of steady growth 
from 1992 to 1995, when world- 
wide new car sales are expec- 
ted to exceed 40m for the first 
time. 

In western Europe the larg- 
est regional car market in the 
world, sales are forecast to Call 
marginally this year by about 
0.5 per cent to 13.35m from 
13.42m last year, bringing to an 
end five successive years of 
record sales. 

DRI suggests that sales will 
Call again in 1991 by some LI 
per cent to 13.2m before begin- 
ning a sustained recovery in 
1992. 

New car sales in western 
Europe are forecast to rise by 
23 per cent in 1992 to a new 
peak of 13.5m. Supported by 
further steady growth through 
the first half of the the 1990s 
new car demand is expected to 
readi some 14.47m in 1995. 

Between 1990 and 1995 DRI 
forecasts that most of the tradi- 
tional European volume car 
makers will lose market share 
with only Peugeot and Renault 
of France barely holding their 
ground. Hie total share of Jap- 
anese car makers in western 
Europe is forecast to jump 
from 10.8 per cent in 1990 to 
13.5 per cent in 1995. 

New car sales in North 
America have tumbled since 
1987, apart from a small recov- 
ery in 1968, and little relief Is 
in sight until 1992 according to 
the DRI forecast 

Sales fell by 10 per cent in 
1987 to lL29m from 1234m ha 
1986. In spite of a 33 per cent 
rise in 1988 the downward 
trend was resumed last year 
with a 6.8 per cent drop to 
10.86m. DRI is forecasting a 
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farther contraction in the mar- 
ket this year by 1.8 per cent to 
10.66m and a fell of 3-1 per cent 
in 1991 to 10.33m. 

The big three traditional US 
car makers are all expected to 
lose market share in the first 
half of the 1990s, with Ford, the 
main domestic success of the 
1980s, losing ground particu- 
larly heavily. 

According to the DRI fore- 
cast Ford’s share of the US 
new car market will tumble to 
173 per cent in 1994 from 22.1 
per cent In 1989. General 
Motors, which is expected to 
halt this year, at least tempo- 
rarily, the large erosion of its 
market share that occurred in 
the 1980s, is also forecast to 
lose further ground during the 
first half of the 1990s with a 
decline in market share from 
353 per cent this year to 33JL 
per cent in 1994. 

Chrysler, the smallest of the 
traditional US “big three” car 
makers, is expected to be over- 


taken during the first half of 
the 1990s by both Honda and 
Toyota of Japan. Its share of 
US new car sales at 103 per 
cent last year is expected to 
drop to only 73 per cent in 
1994, when Honda is forecast to 


domestic marketm the last 
two years, are expected tobra- 
efit from contmi^ buoyant 
sales throughout the first half 
of the 1990s, although the hec- 
tic pace of growth is expected 
to slow. 


Opportunities are expected from the 
creation of the single market and by 
the opening up of eastern Europe 


capture 103 per cent of all US 
new car sales and Toyota 93 
per cent 

While the presence of the 
three traditional US car mak- 
ers in their domestic market 
continues to be eroded, the 
share of Japanese nameplates 
in the US new car market is 
forecast by DRI to jump from 
26.1 per cent last year to 34.4 
per cent in 1994. 

Japanese car makers, which 
have enjoyed very strong 
growth in demand in their 


New car sales in Japan 
jumped by 133 per cent in 1988 
to 3.72m and by 183 per rent 
last year to 4.4ttL Dcxnand Is 
expected to jump again this 
year by 133 per cent to 439m, 
while more modest growth dim- 
ing ♦♦»« first half of the 1990s is 
forecast to raise domestic new 
car sa les in Japan to 53m by 
1995. 

While world car production 
is expected to grow from 
this year to 39.72m in 
1995, much of the growth is 


expected to come 

two of the main 

areas of Japan and North .» 

America, although output;fe ;; : r‘ 

Precast to continue to expo 

significantly in 

E Caroutput in North AmericJtr ; 1 “ 
at 7.46m in 1990 is expected 
be virtually unchanged ;bj£:y 
1995, while Japanese domestic'-; !; - r 
car production £ f 
grow only from 9J3m in 139Q*to,;. /. 
934m in 1996. . 

Output in western Europe to;;; 
forecast to jump 
1990 to l5-27tn in 1996 ^ Whit e 
production in eastern B u ggfc Vv/ 
is also expected to grow -- 

strongly from 2.48m in 1990.fo£ 
338m in 1995- „ 

The strongest growmm ou& ^-v^ 
put is forecast in Sooth Korea %v 
with production more than; r ^ ~ 
doubling from 952,000 In 1990 to’rvjv. 
1.93m in 1995. white new 
output is also expected to risey'yv 
substantially in both Brwaf ^^ 
and Mexico. : .1 



Jaguar XJ-12 took the first two places In Ms year’s Le Mens 24-hour race 


Motor sport provides a marketing tool and product test bed 

The formula for success 




GKN, the components and 
industrial services group.two 
months ago launched a novel 
initiative aimed at developing 
working partnerships with the 
UK’s small but thriving motor 
racing industry. 

Its aim is to help adapt 
motor racing innovations into 
new products for road car 
applications. 

The initiative is being under- 
taken within GKN Technolo- 
gy's Project Extra, itself set up 
two years ago as a novel way 
of finding new engineering 
ideas to bring to market 
The project’s technical and 
engineering teams examine 
and evaluate ideas and pro- 
cesses of inventors lacking the 
resources or expertise to 
develop their concepts into 
marketable commodities. 

Mr Tarry Coflinson, Project 
Extra's manager, said that 
"motor racing is a continual 
source of new ideas, many of 
which may be applicable to 
road cars even if they are not 
successful in motor sport 
Through working with rac- 
ing designers, we hope to pro- 
mote their chances for com- 
mercial success, while 
sustaining our position in the 
very competitive automotive 
market" 

The GKN initiative repre- 
sents a modest accolade to a 
section of the British motor 
Industry which, though rnian, 
size-for-size must rank as its 
most successful. 

This year it will make a posi- 
tive contribution to the UK’s 
balance of trade of about 
£300m, compared with a deficit 
for the motor industry sector 
overall last year of about £Sbn_ 
Another accolade came this 
year to Reynard, a Bicester, 
Oxfordshire racing car manu- 
facturer, in the form of a 
Queen’s Award for export 
achievement. Reynard Is the 
world's largest racing car pro- 
ducer, in unit terms, with an 
expected output of 240 cars this 
year. 

Reynard is not alone, March 
and Lola, whose cars have 
dominated Indianopolis-style 
racing - the US equivalent of 
grand prix - for most of the 
past decade, have been win- 
ners before Reynard. 

But even the specialist UK 
industry forms only part of an 
activity which is both fully 
international and plays a more 
important part than many real- 
ise in the development of road 
vehicles. 

BMW, the West German 
executive car maker, for exam- 
pie, has a subsidiary wholly 
devoted to capitalising on 
motor sport Called, appropri- 
ately enough, BMW Motoreport 
its turnover has increased from 
DUSOm in 1985 to DM300m last 
year, with similar sharp expan- 
sion forecast for the immediate 
future. 


Launched nearly 20 years 
ago strictly to operate BMW’s 
race and rally activities, it has 
grown into a production centre 
for commercially available, 
extra-fast and sporting limited 
edition versions of its competi- 
tion cars. 

The M5 sports saloon which 
customers can now order in a 
BMW showroom comes from 
BMW Motorsport's Garching 
plant at a rate of 2,000 units a 
year. 

The subsidiary supplies the 
engines and other parts from 
which BMW’s main competi- 
tion-based car, the M3, is 
assembled alongside other 3 
Series BMWs at Munich. 

Headed by Mr Karl-Heinz 
Kaibfell, BMW M oto rsport pro- 
duces about 4300 cars a year, 
with substantial growth envis- 
aged. 

Meanwhile, a few months 
ago Ford announced that it is 
spending £5m to guarantee 
supplies of its 1600cc Kent 
engine past the year 2000 - for 
no other reason that It is used 
in Formula Ford single sea ter 
racers - the most successful 
racing car formula, in terms of 
numbers - ever devised, with 
about 10,000 chassis produced 
since its introduction in the 
1960S. 

Ford concedes that, possibly 
more than any other manufac- 
turer, it has benefitted In sales 
terms from motor sport by 
competing in races and rallies 
as a means of attracting young 
but affluent buyers. 

These examples illustrate 
how misleadingly simple the 
term motor sport Is. 

It provides both marketing 
tool and product test bed. Over 
the years the proportions of 
each may have changed In 
terms of their value - but 
Ford's competitions manager 
Mr Stuart Turner, reckons that 
although now the balance is 70 
per cent in favour of market- 
ing, the 30 per cent related to 

product development is highly 
valuable. 

The stresses and strains 
imposed, he insists, simply 
cannot be replicated on even 
the most sophisticated test 
beds. 

Component, and particularly 
tyre makers, echo Mr Turner’s 
view strongly. 

Indeed, motor sport is the 
bedrock of marketing competi- 
tion between the tyre compa- 
nies - made even more 
intense now by a downturn in 
world tyre markets. 

It is easy to sea why. The car 
tyre market is relatively stag- 
nant But within it there is one 
notable growth sector, for high 
performance, low profile car 
radials. 

These, including Pirelli, 
Goodyear and Michelin, which 
have esta bl i s h e d a strong pres- 
ence In the performance sector, 
fight very hard to have their 


tyres irmifw original equipment 
on big or famous car makers’ 
vehicles. 

This is not only for the origi- 
nal equipment business itself 
where profit margins have 
shrunk small, but because it 
helps influence replacement 
tyre choice. 

This market is much larger, 
and in the performance sector 
at least, more profitable. 

Indicative of the rewards for 
the successful is the forecast of 
Mr Ludovico Grandi, head at 
Pirelli's world tyre operations, 
that performance tyres’ share 
of the total car tyre market 
will reach 50 per cent, from 
10-15 per cent, in the coming 
years. 


Not least, it la likely that 
sane of the marketing' baffles 
looming in Europe as Japanese 
vehicle producers seek an 
increasing share of the market, 
win be fought out on its iadng 
circuits and rally stages. ’ 
Rightly, and as Honda has 
illustrated in grand prix racing 
and Toyota shown on the; 
world rally championship cir- 
cuit, Japan’s car makers! 
believe that beating the pants 
off the Europeans in motor 
sport is a quicker way than 
any other of usurping some of 
the prestige winch attaches to 
names like Mercedes, BMW 
and Jaguar. 

John Giimtfrn 
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GENERAL MOTORS faces j 
HP * 1 ? 1 stru sgle to brinj 
Saab Automobile, its 50 pe 
cent owned Swedish affiiiau . 
back into profit. 

stiM a ^i > n^ Utoraoblle - wll Jlch ii 
50 per cent-owned by Saab 
Scania although CM hai man 
agement control, has plunger 
^ u r^be r into loss this year witl 

ftefiS SKrt95 ™ tSl63m> ii 
tne nrst four months comparer 

with a loss for the Saabcaj 
dlv ^“° r J in the corresponds* 
period last year of SKr45Qm. 

n i° l [ 0 5 a t b the bunt for a part 
ner had become by the end a 
last year very much a questior 
of survival. The financial per 
{’ ol ™^ nce of the car operation* 
had deteriorated at an alarm 
mg rate from a profit (before 

!P££?P nations and taxes} oi 
Shrwim in 1986 to profits ol 
SiCr720m in 1987, SKrtlm in 
198S and a loss of SKr2.I3bE 
last year. 

Mr David Herman, who was 
moved in by CM as president 
early this year, admitted 
recently that the company was 
unlikely to be back in profit 
before L992. Under GM leader- 
ship Saab Automobile has 
embarked on a rationalisation 
programme designed to 
improve productivity and 
reduce costs in its plants and 
among its supplier companies, 
but further measures could 
prove necessary. At present 
the company appears to be 
seriously considering the post- 
ponement of an important capi- 
tal investment in a new engine 
plant in southern Sweden. 


( WORLD CAR INDUSTRY 9 ) 


Can GM make Saab profitable, asks Kevin Done 

An uphill struggle 
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Saab plant at Malmfi commissioned In 1989 which added to the 
group's overcapacity prior to GU’a takeover of control 


While clearly wishing to 
minimise the short-term losses, 
GM has taken control of the 
troubled Saab car operations 
most importantly for long-term 
strategic reasons. (GM provides 
the chairman and has the cast- 
ing vote). 

For GM, the world's largest 
car maker, Saab provides a 
much sought-after second car 
marque in western Europe and 
the potential for developing an 
enhanced presence In the exec- 
utive and luxury car market, ft 
has gained extra assembly 
capacity at a time when most 
of its own European plants are 
working at full stretch. 

GM is planning to take Saab 
into the luxury car market 
with an additional range of 
cans above its present 900 and 
9000 segments, the reverse of 
the task facing Ford which 
plans to add a new lower range 
to Jaguar's luxury cars in the 
executive car segment. To 
speed up new model develop- 
ment and cut costs it is expec- 
ted that at least part of the 
new generation of Saab cars to 
be introduced in the 1990s will 
share common floorpans (chas- 
sis platforms) with Opel/Vaux- 
hall models. 

GM has long been convinced 


that it needed an extra marque 
in the European car market if 
it was to be able to make any 
significant progress In pene- 
trating the upper echelons of 
the lucrative executive and 
luxury car segments. 

However technologically 
advanced, there is a general 
perception that an Opel (Vaux- 
hall in the UK) remains an 
Opel, With some justification 
GM can claim that Its top-of- 
the-range Opel/Vauxhall Sena- 
tor, recently equipped with a 
new 24 valve, 6 cylinder 
engine, is a technical match for 
many of its competitors at the 
top of the executive car mar- 
ket. Its sales performance, at 
less than 15,000 units across 
Europe last year, was disap- 
pointing, however, and the 
Senator has failed to make 
much impression on Europe's 
well-heeled top executive car 
buyers. 

GM is p lanning a far-reach- 
ing model development pro- 
gramme for Saab with the aim 
of taking the Swedish marque 
into the upper echelons of the 
European luxury car market in 
the 1990s. 

Saab Automobile will 
develop, manufacture and dis- 
tribute cars under the Saab 


name, and win also produce 
GM cars in Scandinavia for 
sale through the GM (Opel/ 
Vauxhall) distribution net- 
work: Saab cars will continue 
to be sold in most countries 
through an independent Saab 
dealer organisation. 

The deal has opened: the way 
for far-reaching technical 
co-operation far Saab Automo- 
bile with GM*s European tech- 
nical development centres, 
chiefly in West Germany. 

It has made rl**** that 
GM will also produce for Saab 
a version of its new range of 
V6 engines, that are to be built 
at its planned £160m engine 
plant in the UK. 

Saab Automobile will have 
Ml access to GM's worldwide 
technology and automotive 
component resources and sup- 
plier network. 

The first visible evidence of 
the Saab/GM alliance will be 
the production of the new 
Opel/Vauxhall Calibre coupe at 
Saab's Finnish plant at Uusi- 
kaupunkL The Saab 900 and 
Saab 9000 will continue to be 
made in the Swedish plants at 
Malmd and Trollhattan. The 
move is an attempt to utilise 
more fully Saab’s existing 
capacity, while at the same 


time relieving the pressure on 
GM's other European plants. 

GM Europe is aiming to 

begin production of the Calibra 

at Uuslkaupunkl in March next 
year. Output in 1991 will total 
around 20,000 units with 
investment amounting to some 
FMk200m (SSOm). 

The start of production of 
GM cars in Finland, will allow 
the transfer of some Saab car 
assembly from the Uusikau- 
punki plant to Saab's 
plant in southern Sweden, 
where present output of about 
65 Saab 900 cars a day will be 
more than doubled to 140 a day 
by April 1991. 

The compa ny had embarked 
on an extensive rationalisation 
effort including the sale of 
components operations, a 
reduction in output and cuts in 
the workforce by 1,500-2,000 
during 1989/90. 

In further restructuring 


moves Saab Automobile is 
planning to withdraw from 
several component manufac- 
turing operations, which will 
enable it to reduce its 16.500 
workforce by around 1,355. 
According to Mr Herman the 
various moves should produce 
savings of about SKr2QQm a 
year. 

Saab is withdrawing from 
the making of wiring harnesses 
in Kramlors, Sweden and Hal- 
dea, Norway, from seat devel- 
opment and production in Kris- 
tin eh amn and Trollhattan, 
Sweden and from making car 
axles in Kristine hamn. 

It will re-source the compo- 
nents from outside suppliers, 
and Is expected to begin buy- 
ing wiring harnesses partly 
from Reinshagen. a GM subsid- 
iary in West Germany. A small 
part of the Saab components 
operations could be taken over 
by other groups. 


Saab Automobile is restruct- 
uring its sales and marketing 
operations with the establish- 
ment of a European regional 
sales office inside the Euro- 
pean Community. 

The sales and marketing 
links are steadily becoming 
closer between Saab and GM. 
Saab Automobile will sell a 
range of GM's US-produced 
vehicles through its Swedish 
dealer network, while GM is 
seeking to sell Saab cars as an 
exclusive European marque in 
Brazil. GM has taken over the 
Saab car sales and marketing 
operation in Canada, and the 
Swedish car producer Is hope- 
ful that the link with GM can 
help it to penetrate more easily 
car markets in eastern Europe. 

For Saab-Scania the sale of a 
50 per cent stake and control In 
its previously fiercely indepen- 
dent car operations was the 
belated signal that the com- 
pany simply did not have the 
scale to survive in an Increas- 
ingly global industry. 

Mr Georg Karnsund, chief 
executive of Saab-Scania, main- 
tains that "soaring costs for 
research and development and 
ever-increasing international 
competition make it difficult 
for small volume car makers to 
survive on their own in a lon- 
ger perspective." 

Saab-Scania had previously 
tried to accomplish the daunt- 
ing task of maintaining an 
independent presence not only 
in the car industry, but also in 
trucks and aircraft making, 
but it was an unequal battle. 


In the face of mounting 
losses it sold the 50 per cent 
stake in its troubled Saab car 
division to General Motors for 
6600m and most importantly 
ceded management control. 
GM and Saab-Scania have each 
injected 8100m In new equity 
capital into the company. 

Saa b's sale s barf fallen in the 
vital US market (31306 etas of 
total sales of 109,482 in 1989) 
hart become excessive, 
and output was f a lli n g at a 
time when the company was 
actually bringing new capacity 
on line and its model range 
had appeared Increasingly 
dated with little sign of a 
replacement for its aged 900 
before well into the 1990s. 

Saab's output is spread Inef- 
ficiently across three assem b ly 
plants, two in Sweden and one 
in Finland, for a total output 
last year of less than 110,000 
cars compared with a capacity 
for producing 180,000 cars a 
year. With aU Its car produc- 
tion capacity located outside 
the EC and suffering the pro- 
duction inefficiencies of proba- 
bly the highest absenteeism 
and sickness rates in Europe, 
Saab was hardly the ideal take- 
over candidate for another car 
maker in Europe. Its value lay 
in its name, however. 

While staunching the flow of 
red ink is the short-term task, 
the long-term test for GM will 
be whether it can turn Saab 
into a challenger in the Euro- 
pean and world executive and 
luxury car markets without 
diluting its specialist image. 


Will Saturn turn the Japanese import tide? Richard Feast reports 

A mission to convert buyers 


SATURN, the new General 
Motors car that goes on sale in 
selected areas of the US in 
November, will not live up to 
the grand vision outlined for it 
six years ago by Mr Roger B 
Smith, then chairman of GM. 

However, it represents a 
large undertaking - the big- 
gest industrial complex built 
by the world's largest manufac- 
turer, and the first fully inte- 
grated car-making facility to be 
constructed in the US since 
Ford's River Rouge facility in 
the early 1920s. 

Saturn is GM’s $3.5bn 
answer to the increasing num- 
ber of US customers buying 
Japanese cars. Imports were a 
concern when GM executives 
started meeting in secret in the 
early 1980s to discuss the prob- 
lem. They have become an 
even bigger worry since then. 

Japanese cars, which are 
being assembled in the US 
heartland, attract well over 
one in four new car buyers in 
the US. In trendy California, it 
is one in two. 

The big loser is GM. With 36 
per cent, it is still the comfort- 


able market leader in the US, 
but It has lost more than 10 per 
cent in share in the past 
decade. 

Moreover, car sales in the US 
have slowed. The market is 
driven by incentives to such a 
degree that GM - and Ford 
and Chrysler - are believed to 
be losing money on domestic 
car-making operations. GM 
needs a sales success to stop 
the slide. 

Saturn is aimed straight at 
those import buyers. “Saturn's 
fundamental mission is to 
appeal to import and non-GM 
domestic buyers and deliver 80 
per cent plus business to GM," 
says Mr Donald W Hudler, Sat- 
urn's vice president of sales, 
service and marketing. 

However, 42 per cent of new 
car buyers would not even con- 
sider a GM product, says J D 
Power, market researchers. 

This anti-GM bias is a seri- 
ous problem for the company, 
whose share foil because of 
indifferent qualify, badge engi- 
neering compromises, and 
some fuzzy brand marketing. 

GM has seven vehicle brand 


names in America: Buick, Cad- 
illac, Chevrolet, Geo (imports), 
GMC (trucks), Oldsmobile and 
Pontiac. Too often they were 
competing for the same cus- 
tomers and losing to brands 
such as Ford, Toyota and 
Honda with clear images. 

GM needs another brand like 
it needs a hole in the bwii, 
says Mr Doug Fraser, former 
United Auto Workers union 
president. 

The erosion of GM business 
occurred against a background 
of well-publicised business 
woes, including the EDS/Perot 
row, over-capacity, over-man- 
ning, questionable executive 
bemuses, a deteriorating finan- 
cial position, and the commer- 
cial success of the film Roger & 
Me, which portrays the dosing 
down of a series of car plants 


in the town of Flint Michigan, 
the birthplace of GM. 

It is one of the reasons why 
the new car’s advertising will 
carry no references to the 
organisation which created it 
Saturns are products of the 
Saturn Corporation, not GM. 

The four-door saloon and 
two-door coupe that will 
■emerge in late October or early 
November are reminiscent a 
the imports which became 
their inspiration. They are sim- 
ilar in size and performance to 
the Honda Civic and Toyota 
Corolla. Saturn will be pitched 
to appeal to those same Honda 
and Toyota owners with prices 
expected to be In the $10,000 to 
$12,000 region. 

Saturn has .borrowed other 
aspects of its business from the 
Japanese. The people employed 


at the Spring Hfll, Tennessee, 
factory are partners rather 
than workers. They eat In the 
same canteen, oft the same 
paper plates, as fib 1 Richard G 
“Skip” LeFauve, the president 

Much of the production phi- 
losophy was learned from 
Toyota, GM’s partner at a car 
plant in Fremont California, 
like Fremont Spring Hill does 
not bristle with robots and 
automated final assembly. 
Instead, greater attention to 
labour-management relations 
will be important to Saturn’s 
quality and efficiency. The 
TJAW has been a “partner” 
from the beginning. 

Even in distribution, Saturn 
1 s following the Japanese prac- 
tice tit l imiting dealer numbers. 
This is to ensure each dealer 
sells a large number of Sat- 


uros. This is to ensure an ade- 
quate return on the S2m to $4m 
investment required for a 
stand alone Saturn dealership. 

Initially, there will be just 
over 100 dealers for the antici- 
pated start-up production rate 
of 120,000 a year. A second shift 
to be added in the middle of 
next year win lift annualised 
production to 240,000. 

Saturn says it plans to pro- 
duce over 500,000 a year by 
1995, by which time its number 
of dealers will be up to 300. It 
will differ from Japanese prac- 
tice in exports. Apart from 
same sales to Canada, Saturn 
is an American car for the US. 

There are no other known 
export plans for the vehicle, 
even though the company’s 
mission — spelled out on a 
card handed to visitors - is to 


produce cars that are “world 
leaders in quality, cost and 
customer satisfaction." 

The first customers to find 
out if the goals have been met 
will be in southern California 
- enemy territory for GM - 
and Tennessee. The east coast 
will follow in February. Selling 
in the heartland of the US, 
where the domestic makers 
remain strongest, will come 
later. Ironically, middle Amer- 
ica is where the Japanese 
importers, bolstered by addi- 
tional cars from their trans- 
plants, will be making their 
biggest push. 

To some extent, Saturn is 
GM’s transplant - a factory 
well away from the derisfon- 
mairing and traditions of the 
headquarters building. Like a 
transplant, it is adding to 
North American over-capacity 
problem as Detroit's Big Three 
dither about ninsing older and 
inefficient planta. 

Where it differs is In depth of 
production. Saturn is much 
more than a mere assembly 
line for which many compo- 
nents come out of boxes that 


are labelled made in Japan. 

It contains 87 acres of manu- 
facturing space, including 
foundries, to produce engines 
and transmissions, mechanical 
components, steel stampings, 
plastic interior trim and frilly 
assembled cars. 

While GM has scaled back on 
some of Saturn's promises, it 
remains an ambitious project. 
The investment - even if it is 
not the $Sb forecast - guaran- 
tees a great deal of hype. 

Saturn is not GM’s first car 
to be dubbed a make-or-break 
model. It happened before with 
the Vega, Chevette, X-cars and 
Cavalier. Even so, GM's Mr 
Smith was unequivocal in 1985 
when be confirmed production 
of the then much-discussed 
and futuristic “no year” car. 
“We believe Saturn is the key 
to GM's long term competitive- 
ness, survival and success as a 
domestic [US] producer.” 

Mr Smith, who drove the 
first production car off the line 
this summer, will be well into 
retirement by the time Saturn 
has had a chance to prove the 
validity of that claim. 


0-60 in 6.5 seconds. 


East becoming Britain’s 


most talked about 
sports coupe. 





Unleashed last year, the beautifully sleek 200SX captured the attention and 


imagination of enthusiasts and critics alike. 

“Brilliant . . . Ferrari looks. Porsche pace. . 7 (Autocar & Motor April *89) 
One year on. it remains “. . . king of the coupes. . .* (What Car? April *90) 

Us multi-valve, 13 Hire engine, flashes you from 0-60 In an awe -I respiring 6.5 
seconds, and on to a u>p speed of 140 mph.’ 


“When Ute turbo Is on full boost, the car rockets towards ibe horizon. . 
(Auto Express July *89) 

But breathtaking performance is not all this celebrated sports coupe has 
toofTec 

“The rear-driven Nissan . . . handles its power brilliantly. The multi-link rear 
suspension pro-vtdes outstanding traction ... mid allows the SX to make 
tremendous progress In weiorsllppcry conditions. . .'(Autocar& Motor Feb ’90) 

And electronic anti-lock brakes ( ABS) provide ibe confidence and reassurance 
of ultimate control. 

.. the 200SX has the poise and security of high performance coupes 
costing twice as much: (Financial Times Jan “90) 


With air conditioning as an optional extra, and a luxury interior befitting the 
Sports Coupe oT the Yean ilk no wonder the experts are unanimous. 

-The Nissan* blend of performance, handling and ride, refinement, overall 
quality and styling, is ]ust about unbeatable. . * (Autocar & Motor Fteb '90) 


When it comes to producing a sports coupe that has everybody talking 
' Nissan know how. 


NISSAN 


know how : 


*Wt«e centum a*>B 


NISSAN UX UMTTED. WORTHING. SUSS5C 
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( WORLD CAR INDUSTRY 10 ) 


THIS mouth the board of 
Jaguar, the UK luxury car 
maker, is putting the fina l 
touches to its 10-year business 
plan. Next month the plan will 
go before the Ford board for 
approval and virtually simulta- 
neously crucial negotiations 
begin with the Jaguar work* 
force on a new wage deal. 

For more than nine months 
the new Jaguar management 
team led by Mr BDl Hayden 
and Mr John Giant, the two 
top officials drafted in by Ford 
at the beginning of the year 
following its £lJ38bn takeover 
last November, have been map- 
ping out a new route for the 
company. The transfer to Ford 
ownership has not always been 
easy. 

Mr Hayden, who beaded the 
Ford transition team and then 
took over from Sir John Egan 
as chief executive at the end of 
March and as chairman at the 
end of June, admits that it has 
been a “nerve-wracking period 
for Jaguar people." 

“They have faced much criti- 
cism from me, aimed at the 
technical fraternity, which was 
the most undisciplined part of 
the organisation." 

The process “culminated in 
an explosion with the Jaguar 
board.” while it was still undo: 
the chairmanship of Sir John, 
admits Mr Hayden. “John was 
more defensive about where 
Jaguar was and what bad been 
achieved. Others were more 
pragmatic and more attuned to 
the company’s weaknesses as 
well as its strengths. I did a 


report for the US board about 
where we stood that upset 
John.’* 

Mr Hayden, 61, one of the 
most highly respected manu- 
facturing executives in the 
European motor industry, and 
one of only two non-American 
corporate vice presidents at 
Ford, has been most scathing 
about Jaguar's “relative lack of 
achievement in new products” 
and the "inefficiencies" of its 
msmnfgrt nrmg operations. _ 

The depth of the deteriora- 
tion of Jaguar’s financial per- 
formance was revealed during 
the summer, when it reported 
a £49.3m pre-tax loss for last 
year compared with a £47 -5m 
profit in 1986 on a turnover 
which increased by 6 per cent 
to £l.l39bn. Production foil last 
year to 48,139 from 51,939 in 
1988, while sales to dealers and 
distributors declined to 47,668 
from 50.603 a year earlier. 

Mr Hayden, previously vice 
president of Ford of Europe's 
manufacturing group, says 
that Jaguar’s product pro- 
gramme “was in some disar- 
ray” and could not be 
achieved. “Some of the surgery 
was painflil to accept" 

Most significantly Ford’s 
arrival at Jaguar has meant 
that the luxury car maker has 
had to drop its development of 
the so-called F-Type sports car, 
which had been planned as a 
successor to the earlier E-Type. 
The development programme 
was not meeting Its targets for 
cost fuel economy and perfor- 
mance. 





Jaguar has been mapping out new routes 

Some painful surgery 



“When we came in it was a 
1994 model year car, but that 
was plainly impossible. It was 
grossly overweight from its ini- 
tial target, It bad plainly not 
been engineered to a degree 
that it could be released to 
manufacturing," says Mr Hay- 
den. 

The sports car programme 
“was out of control", he says. 
“They had been working on it 
for eight years and it was no 
nearer completion." 

Instead the product plan that 
will be presented to the Ford 
board next month will concen- 
trate on renewing the existing 
pillars of the Jaguar range, the 
XJ6 saloon and the XJS grand 
tourer and developing the 

engine prog ramme 


“Then we will look at 
expanding the product range, 
while hanging on like grim 
death to the Jaguar image,” 
says Mr Hayden. 

Such an approach may 
sound cautious, but it will lay 
the groundwork for an expan- 
sion which could quadruple 
Jaguar output by the end of 
the decade, and could involve a 
farther investment of some 
£lbn. 

Jaguar is expected to concen- 
trate its resources on develop- 
ing two basic floorpans (chas- 
sis platforms) for Its future 
range of the mid-to-late 1990s, 
one for the replacement of the 
existing XJ6 luxury saloon 
launched in 1986, and one for 
the planned smaller sporty 


saloon, which will seek to 
revive the traditions of the Jag- 
uar Mark n saloon of the 1960s. 

The company could eventu- 
ally have a four model line-up, 
adding the smaller “sporty 
saloon" and a sports car to the 
existing XJS and XJS ranges. It 
is planned to raise output to 
close to 200,000 cars a year in 
the next 10 to 15 years from the 
production of 48,138 achieved 
last year. 

The luxury saloon replace- 
ment for the XJ6. a programme 
code-named XJ90, should be 
ready for launch in 1995/96, 
with a coupe derivative to 
replace the XJS probably fol- 
lowing off the same platform 
two years later. 

The new smaller sporty 


Hayden: concentrating on the 
pillars of strength such as the 
XJS (above left) 

saloon range which will take 
Jaguar into head-on competi- 
tion with cars such as the 
BMW 5 Series and into the 
modern world of much more 
automated car assembly, 
would follow in the later 1990s. 

It appears unlikely that Jag- 
uar will choose to build a new 
greenfield assembly plant, opt- 
ing instead to develop its exist- 
ing three sites. 

Mr Hayden has already 
warned that the efficiency and 
productivity of the Jaguar 
workforce has to be substan- 
tially improved with the intro- 
duction of more automated 
production methods in order to 
achieve more consistent qual- 
ity levels. 

It will be necessary to 


remove the present demarca- 
tions at Jaguar plants or the 
sort which disappeared at fora 
plants 15 years ago. The transi- 
tion team at Jaguar has estab- 
lished that savings of "well m 
excess of £100m" can be 
achieved through the .Ford 
takeover and the integration or 
'Jaguar into the Ford compo- 
nents supply system. 

The annual report of Ford 
Motor, Ford's UK subsidiary, 
shows the heavy price the US 
group paid for the Jaguar 
name, when it acquired tbe 
company for £i-3Sbn late last 
year. Of the takeover price. 
£249m was for the net assets 
and £1.13bn was for the good- 
will Not surprisingly Ford is 
treading gingerly, anxious not 
to rub any of the gilt off the 
nameplate it has bought so 
dearly. 

While it has installed three 
senior executives at the com- 
pany, ft appears determined to 
run the company at arm's 
length and not jeopardise its 
independence and its image. 
Ford has repeatedly stressed 
that it intends to manage Jag- 
uar as an autonomous busi- 
ness. In its offer document to 
Jaguar shareholders it said: 

• Jaguar will remain a sepa- 
rate legal entity with a self-sus- 
taining capital structure and 
its own board of directors 

• the board will “operate 
independently within agreed 
control parameters”, wili com- 
prise senior Jaguar manage- 
ment and Ford nominated 
directors, and will include 


"independent non-executive 
directors" j 

• organisationally. Jaguar, 

will report to the chairman of 
Fbrd of Europe. - ", 

• the board will have sole 
discretion in the application -of 
the Jaguar marque.” • 

Mr Lindsey Halstead, .Ford or 
Europe chairman and a mem- 
ber of the Jaguar board, says 
that these arrangements are 

“essential to preserve the iden- 
tity of Jaguar.” . 

Ford says the development 
of Jaguar will take place in 
Coventry in the West Mid- 
lands. The Whitley. Coventry 
research and development cen- - 
tre is to be expanded. Jaguar’s 
corporate headquarters will 
remain in Coventry, and Jag- 
uar’s exclusive distribution 
network is to continue. 

Ford has been prepared to 
pay dearly to buy its way into 
the most exclusive upper eche- 
lons of the world luxury car 
market, and a pay-back is 
unlike ly to come much before 
the end of the decade. 

• Jaguar may currently pro- 
duce less t han 50,000 cars a 
year with some antiquated pro- 
duction facilities, it may be 
operating at a loss and it may 
only have introd uc ed one all- 
new model range in 14 years, 
but it has a name, it has lux- 
ury, prestige and exclusivity 
and for Ford it represented per- 
haps the last chance to eater 
the highest segment of the 
world luxury car market 

Kevin Done 


THE YEAR 1990 may come to be 
seen as something of a watershed 
for the car and the way it is per- 
ceived by large sections of society. 

It is (he year in which acceptance 
has become widespread that the 
environmental problems it causes, 
particularly those related to 
exhaust ponntkm, are not going to 
go away. 

If the worst happens in the Golf; 
and war brings serious dislocation 
of oO supplies, the rise in pump 
fuel prices of which the West has 
had a foretaste will make the drive 
for more fuel-efficient, and more 
environment-friendly, forms of pro- 
pulsion an issue to be felt in pock- 
ets, not just consciences. 

At the legislative level, the Euro- 
pean Community has at last a g r ee d 
strict new standards to redace 
whMKt emissions. 

In the absence of any commer- 
cially viable alternative technol- 
ogy, they mean that every car pro- 
duced or sold In the region from 
the start of 1993 onwards will be 
fitted with catalytic co nve r t ers. 

In their most sophisticated, elec- 
tronically-controlled form, such 


catalysts can reduce by about 96 
per cent the carbon monoxide, 
hydrocarbons and nitrogen oxides 
which cause obvious environmental 
damage such as photochemical 
smog and add rain. (They cannot, 
however, do anything about carbon 
dioxide, *fa» main gfobal-warmlng 
gas, which is an ineradicable prod- 
uct of combustion). 

Europe will thus move closer to 
the standards of the US, which has 
required cars to have catalytic con- 
verters since the early 1970s. 

While US legislators have shrank 
from one measure which could 
really focus US motorists’ attention 
on fuel-efficiency measures, a pet- 
rol tax to stop the profligacy 
encouraged by pump prices of 
about $1 a gallon, they are moving 
the goalposts on other fronts. 

Thus this year may mark tbe 
approval of a new, sweeping Clean 
Air Act, which has been grinding 
its way through both Houses of 
Con g re ss for more than a year. 

The detail of its final form may 
yet change, but Its main thrusts 
will not. 

Cars and their manufacturers are 


THE ENVIRONMENT 


A clamp on emissions 


only a partial target in legislation 
which will bring harsh damp- 
downs on the emissions and other 
wastes produced by a wide swathe 
of industries. Even so, the conse- 
quences for the car industry are 
enormous. 

Ford, the US' second largest 
vehicle maker, recently produced a 
confidential report concluding that 
environmental concerns will be 
among the most serious faring the 
industry until well into the next 
decade. 

It concludes that not only will 
they affect the size and shape of 
cars and how they are made, but 
that urban congestion in devel- 
oped world will become so bad that 
their use will have to he curbed in 
favour of public transport. 

“We will see tighter fhel mileage 
requirements, alternative fnel 


incentives, fuel conservation taxes 
and other restrictions," the repo rt 
concludes. How well-advised some 
of the proposed legislation is 
remains open to doubt. 

The industry has been arguing, 
for example, that the proposals for 
further reducing exhaust emissions 
on petrol-powered cars go beyond 
the point of what is sensible or 
cost-effective. They claim, for 
example, that it is likely to add 
$600 to the cost of a new car to 
eradicate the four per cent of 
exhaustemitted pollutants - more 
than it cost for the catalytic con- 
verter systems which dealt with the 
first 96 per cent 

Far more effective and cheaper 
measures, they argue, would 
fnclnde much more rigorous inspec- 
tion of the older cars which are 
responsible for around 85 per cent 


of the pollution - a not wholly 
altruistic argument since it would, 
of course, encourage new car sales 
and production. 

Europe's car industry, govern- 
ments and environmental groups 
are following the Clean Air Act’s 
progress with close interest, and 
not without good reason. 

California, in particular smog- 
shrouded Los Angeles, was the cru- 
cible out of which the catalyst car 
first emerged to spread across 
North Awmriea. And to this area at 
least, where North America leads 
the rest of the world is inrlhipd to 
follow. 

That certainly applies to Europe. 
After a protracted and complex 
squabble over the upcoming emis- 
sions standards, the European 
industry folly, if to places reluc- 
tantly, accepts that tough action to 


protect the environment is neces- 
sary. As to North America, it will 
not be confined to cutting exhaust 
emissions. 

European Commission experts 
are looking at a whole panoply of 
measures, including lower speed 
limits, radical traffic management 
schemes and support for the devel- 
opment of alternative fuels, s uch as 
methanol or even hydrogen, and 
propulsion systems, such as bat- 
teries and electric motors. 

So for, no potential rivals to the 
petrol or diesel engine appear to be 
on the point of viability - 
although plenty of new Ideas are 
being developed. One, at the proto- 
type stage in the UK, and developed 
by Dr Dan Merritt and colleagues 
at Coventry Polytechnic, Is for an 
engine where ignition is by a cata- 
lyst lining the combustion chamber 
itself and riafaned to do away with 
the need for expensive, external 
catalyst sy st em s. It, like most other 
such Innovations, is a long way 
from commercial production. 

Other significant alternatives 
may not be. Outgoing General 
Motors chairman Mr Roger B 


Smith, for example, has declared 
that GM will put into production 
the Impact, an electric car capable 
of arwwihip loo an hour and 
with a claim ed range of 100 miles- 
plus. 

Given the long, sterile history of 
previous attmp ia to launch a via- 
ble electrical car, sceptics say they 
will believe it when they see it. 

But it Is even possible that 1990 
may come to be^een as something 
of a watershed for the electric car. 
Under what is known as the “Los 
Angeles Initiative,” the local 
authorities have drawn up plans 
for a trial fleet rtf 10,000 electric 
care to be operative to tin area by 
the mid-1990s. , 

Three wMiiriM hmn are bring- 
ing thw trial v rihti-laa into prndno. 

tlon. 

The exercise should demonstrate 
whether .dean air standards being 
set for the regkm in the early 21st 
century, and which wouMxeqaire a 
large p erce n tage of vehicles, to he 
electrically powered. Is actually 
feasible - or pie in the sky. 

John Griffiths 



Gyllenhammar (left) stm watches over a Volvo group which is deteriorating financially bat has hopes for Its alliance with Renault and Ms new 960 series (above) 

With a trend towards world cars and global markets Volvo has forged an alliance 


Estate car marries a people carrier 


AS Volvo’s financial 
performance deteriorates the 
Swedish car and truck maker 
is vesting increasing hopes in 
its for-reaching alliance with 
Renault, the French state- 
owned automotive group. 

The preliminary agreement 
announced earlier this year is 
due to be signed this autumn, 
a few months later than origi- 
nally planned. Both sides insist 
that no obstacles have surfaced 
although Volvo’s short-term 
profitability has deteriorated in 
the intervening months. 

Volvo’s group profits (before 
allocations and taxes) plunged 
by 54 per cent in the first six 
months this year, thanks to 
part to the drop in the profit- 
ability of its car operations. 
Disclosing the drop in profits 
last month, Mr Ghnster Zetter- 
berg, who was appointed presi- 
dent of the Volvo group earlier 
this year, admitted that “to a 
period of sharpened competi- 
tion, it Is clear that the reasons 
for an alliance with Renault 
have only become stronger." 

Under the terms of tbe alli- 
ance the two groups will 
exchange large minority stakes 
in their respective car and 
truck and bus businesses. 

The two groups have stopped 
well short of a foil merger, but 
such a development is not 
ruled out, if the initial alliance 
can be made to work. Volvo 
and Renault have agreed to 
hold the minority stakes for at 
least 10 years. According to Mr 
Raymond Levy, Renault chair- 
man, the deal with Volvo has 
been constructed so as to 
ensure that neither party “can 
be tempted to go astray, marry 


somebody else or even 
divorce." 

Renault is to take a 25 per 
cent stake in Volvo’s car 
operations, a 45 per cent stake 
to its truck and bus business 
and will purchase a stake of up 
to 10 per cent in the Volvo par- 
ent company. 

At the same time Volvo will 
acquire a 45 per cent stake to 
Renault Vehicules Industries, 
Renault’s truck and bus sub- 
sidiary, and an initial 20 per 
cent stake in the Renault par- 
ent company which includes 
the French group’s car 
operations. It will have an 
option to increase this to 25 per 
cent at any time in the next 
three years. 

Volvo will pay a net 
SKrl2.5bn ($2.1?bn) for its 
stakes to the Renault compa- 
nies, the most important part- 
nership it has ever undertaken. 
As a consequence of the deal 
the French Government has 
agreed to remove Renault’s 
privileged position as a “Regie" 
or state agency, turning it into 
a joint stock company, albeit 
still 75 per cent state-owned. 

Benefits from the alliance 
are unlikely to be reaped for 
several years, particularly 
from the car operations. Both 
companies’ model programmes 
are largely in place for much of 
the first half of the 1990s. Mr 
Roger Holtback, president of 
Volvo’s car division for the last 
six years, claimed recently, 
that while Volvo faced an 
uphill climb, the Renault deal 
was “an insurance policy for 
the second half of the 1990s." 

Mr Holtback, who was 
rumoured to have been a less 


than full-blooded supporter of 
the alliance, will not be mak- 
ing tbe climb, however. Earlier 
this month he announced bis 
surprise departure from Volvo 
in order to take up a position 
in the executive management 
of Skandinaviska Ensflda Ban- 
ken. Sweden’s leading bank. 

Mr Holtback, earlier seen as 
a potential successor to Mr 
Pehr Gyllenhammar. Volvo 
group chairman and chief exec- 
utive, until such a move was 
blocked by the arrival of Mr 
Zetterberg, was to have been 
one of two Volvo members of 
the planned Car Joint Techni- 
cal Co-ordination Committee 
between the French and Swed- 
ish car makers. His place will 
probably now be by his 
successor, Mr Lennart Jeans- 
son, Volvo group finance direc- 
tor and one of the wi a i n archi- 
tects of the alliance. 

Unlike in the truck industry, 
where Volvo and Renault over- 
lap in several sectors, the two 
companies* car operations dif- 
fer substantially in both size 
and market position. Volvo 
produced 414,000 cars last year 
compared with Renault’s out- 
put of 1,966,700 cars and vans. 
Renault is one of tbe big six 
volume car makers in Europe, 
albeit the smallest with a 10.4 
per cent share of the western 
European car market last year, 
and has a car range 
the market from small cars to 
executive models. 

Volvo is essentially a special- 
ist producer of executive cars, 
with a special presence in the 
market for estate cars and with 
an important foothold in the 
US. which Is its big g e s t stogie 


market and where it is one of 
the leading European import- 
ers. It holds less than 2 per 
cent of the western European 
new car market. 

The turnover of Volvo’s car 
operations last year at 
SKr42.94bn ($7.lbn) was less 
than a third of Renault’s car 
business at FFrl37bn (824. 4bn), 
while Volvo has a workforce in 
cars of 34,750. compared with 
Renault’s 129,700. 

The Renault and Volvo car 
product programmes overlap 
only slightly in the upper-me- 
dium and lower end of the 
executive segments of the 
European market, hut it is here 
that the two companies esti- 
mate that the benefits of coor- 
dination can be realised most 

rapidly. 

According to Volvo the main 
opportunities for co-operation 
in the car sector lie in: 

• the co-ordination of 
research and development pro- 
grammes in particular for com- 
ponents and systems 

• co-ordination of capital 
expenditure planning to order 
to gain pc pp oTnips of scale and 
restrict duplication 

• co-ordination of the pro- 
curement of components and 
systems. 

Volvo has calculated that 
such co-ordination could 
reduce Volvo Car’s total costs 
for product development pro- 
duction and procurement by 
about 5 per cent over a period 
of 5-8 years, but it accepts that 
this marginal improvement 
will be offset in part by the 
anticipated intensified competi- 
tion in the 1990s. 

Mr Holtback envisages joint 


development of new vehicles, 
at least for niche segments, 
combining for example Ren- 
ault's strength in people carri- 
ers with its Espoce and Volvo’s 
presence in estate cars. 

There win be little scope for 
cost savings in distribution, as 
the two companies have 
pledged to keep their dealer 
networks separate in order to 
preserve the integrity of the 
Volvo and Renault brand 
names. 

Importantly, Volvo uses 
modified Renault engines and 
gearboxes in its 400 series, 
which is built in the Nether- 
lands. 

As a farther step to the re- 
alignment of the two car mak- 
ers Volvo Is moving to take 
over the 70 per cent stake it 
does not own in Volvo Car BV, 
its Dutch affiliate, a step it 
hopes to implement by the end 
of the year. 

Earlier this month Volvo Car 
BV told Its workforce that a 
“concentration of all Volvo car 
activities under one explicit 
responsibility axid central con- 
trol is unavoidable." It warned 
that its costs were too high and 
that cost-reducing measures 
were “absolutely essential” in 
tbe face of mounting competi- 
tion to the western European 
car market 

As a modest first step in the 
alliance Renault and Volvo 
have formed a 50/50 joint ven- 
ture company to carry out 
advanced research with the 
establishment of Advanced 
Research Partners, which will 
be domiciled to France. 

Kevin Done 
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View from the wings 


THE 4&-y ear-old Mr Chris ter 
Zetterberg, president of Volvo 
since last spring, is in an unen- 
viable position. He remains tbe 
anointed successor waiting in 
the wings to take over as chief 
executive of the Swedish auto- 
motive and aerospace group 
from the charismatic Mr Pehr 
Gyllenhammar. But he is a 
crown prince whose coronation 
date remains unknown. 

For the moment, Mr Zetter- 
berg as chief operating officer 
- in effect the number two 
post to Volvo - has the thank- 
less task of being the messen- 
ger boy carrying the bad news 
as he explains to tbe outside 
world why Volvo's profits have 
been falling sharply and job 
cuts are needed. 

Mr Gyllenhammar continues 
to provide the focus and the 
vision for Volvo's European 
strategy. It looks like an 
uneasy alliance of unequals for 
nobody doubts that Mr Gyllen- 
hammar’s views and personal- 


ity will continue to shape 
Volvo's destiny until the day 
be chooses to step down and 
make way for Mr Zetterberg. 

Nobody can donbt where 
power still lies to the corpora- 
tion. In the world of Volvo 
there remains room for only 
one dominant leader. 

When Mr G unnar Johansson 
was Volvo president the struc- 
ture of decision-making was 
clear enough. Indeed, he and 
Mr Gyllenhammar appeared to 
be ideal complements - tbe 
man of vision coupled with a 
self-effacing subordinate with 
his practical feet on tbe 

ground. But then Mr Johans- 
son was never a threat nor a 
itential heir to Mr Gyllen- 


potenua 

nammar 


Now the relationship 
between Volvo’s chief execu- 
tive and president is more com- 
plex and uncertain. 

It was only last November 
that Mr Gyllenhammar sprang 
a surprise at Stockholm's cafe 
opera when he presented Mr 
Zetterberg to the Incredulous 
Swedish media as his chosen 
heir apparent At 54 tbe Volvo 
chief executive hardly sounded 
or looked like a man yearning 
for early retirement. Within a 
matter of weeks, it was clear 
that Mr Zetterberg’s arrival to 
Volvo did not mean Mr Gyllen- 
houimar intended to turn him- 
self into a lameduck chief exec- 
utive. 

He made a deal to combine 
Volvo’s food and drug 
operations in Pharmacia and 
Provendor with Sweden's state 
holding company Procordia in 
a SKrj£L8bn agreement and in 
late February this year forged 
a new intricate alliance 
between Volvo and Renault 


Nor has Mr Gyllenhammar 
ceased to be a highly influen- 
tial and vocal figure in Swe- 
den's public life. 

Recently he wrote forcefully 
in the leading newspaper Dag- 
ens Nyheter about the need for 
the country to abandon its tra- 
ditional neutrality policy and 
come to terms with the Euro- 
pean Community as an even- 
tual full member. Such an 
attack on the hallowed neutral- 
ity question brought criticism 
from the politicians but it 
remains a mark of Mr Gyllen- 
hammar’s continuing impor- 
tance that bis words were 
treated seriously and with 
respect. 

The slogan - Whatever 
Volvo does today, Sweden does 
tomorrow - may always have 
been an exaggeration but there 
is no doubt that Mr Gyllen- 
hammar has done a great deal 
during his long 19 year reign to 
make it almost a truism. 

His burst of creative energy 
between last November and 
this March made the prema- 
ture announcement of Mr Zet- 
terberg as his successor seem 
all the more puzzling. 

But then it has become 
increasingly clear that Mr Gyl- 
lenhammar is not going to dis- 
appear from Volvo after Mr 
Zetterberg becomes chief exec- 
utive. 

The post of executive chair- 
man is to be created, and it 
will be filled by Mr Gyllen- 
hammar, who will remain as 
the joint head of the steering 
committee between Volvo and 
Renault and head of the board 
at Procordia. 

Mr Zetterberg has been the 
model of restraint and discre- 
tion and he does not appear, at 
least publicly, to feel any 
annoyance at what some 
observers regard as his ambig- 
uous position in the shadows. 
Cool and self-contained, he 
Ins ists^ has an agreement 
with Mr Gyuenhammar about 
when he takes over so there is 
no difference of view between 
the two men on the timing gf 
his move to chief executive. 

But a genuine dilemma 
exists in the relationship. Mr 
Zetterberg is a subordinate but 
bo cannot afford to be merely 
Mr Gyllenhammar’s surrogate. 
At the same time he must dis- 
play loyalty and ability as well 
as indicate be Is his own man. 
Finding the right balance of 
independence and dependence 
will require a high degree of 
finesse and discretion. 

No doubt. Mr Zetterberg is 
taking the opportunity of using 
his apprenticeship period to 
come to grips with the chal- 
lenge of Volvo's diverse and 
sprawling business areas. 



Zotterberg: crown prince 

After all, he came to the 
company last April with' no 
previous working knowledge of 
the auto Industry after spend- 
ing his formative years in busi- 
ness in Sweden’s pulp and 
paper industry. He started 
work with the SCA company in 
Sundsvall and ended up as 
president of Holmans Bruk for 
five years between 1984 and 
1988. 

There followed only an 18 
month stint as chief executive 
at Sweden's state owned PK 
Banken, an experience that Mr 
Zetterberg welcomed but led to 
his wish for a return to the 
more risk taking world of man- 
ufacturing. 

Since his arrival at Volvo Mr 

Zetterberg has gradually been 

taking on more responsibility. 
His initial task has been to 
tackle the company's low pro- 
ductivity and high cost prob- 
lem at its Swedish plants, 
looking at ways of cutting 
Volvo s high sickness absentee- 
ism and labour turnover. More 
recently he has been examin- 
ing how to improve Volvo’s 
low share price. 

Changes at the top of any 
large organisation are difficult 
to accomplish smoothly. What 
has raised sceptical eyebrows 
5 a th ® of Mr Zetterberg is 
the belief that Mr Gyllen- 
will step down within 
““Mediate future and 
SJTw*?* tteotenant to 

S" v j?2 m fre direction he 
wants it to go. 

The truth is that Mr Gyllen- 
haminar has become such a 
figure in Sweden that the 
dpn^SSf £ r 0t his Eminent 

dfnavto^ h?™ top of Scan - 
Sfft S®A b,8 *est company is 
still met by signs of disbelief 

Robert Taylor, 

Stockholm 
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jg£HL‘ s challenging the luxury car sector. Peter Nunn (bottom) charts that move and (top) the R&D programme that fuels it 


AN S car tnalfPi o 
thrusting ahead to Twfd 

Primary areasT^Spone n °t“ 
as a greater us? of 
a^uum to reduce weigh? e 2 
tromc systems centering 2 
a^sors and micropro?lsM 

^eh-tech option 
JJiifiJ? navigation system 
jejyinu on information relay© 
from 1 satellites. and liquid-S 

ISi ftS ?a ^ I <LCD ) teieviS 
and facsimile machines. 

ta£ e E* Ja £ s E ese mot o fists hesi 
tote to shell out extra mone 
for such features as navigatioi 
g^ems, combined four-whee 
steering and four-wheel drive 

« r .«l lectronicaUy controUei 
suspensions. 

Car makers are amoni 
£*Pa n s la ^ est Anders o. 

Nissan, Hond 

and Mitsubishi rank high ii 
such spending. All of the lead 
mg companies use super-corn 
puters for design, engine am 
crash simulations. 

However, the orientation 0 
their R&D system is changing 


Until recently, most Japanese 
companies relied heavily on 
development of concept cars. 
Even Isuzu and financially- 
troubled Fq|l Heavy Industries 
(Subaru) developed such fancy 
prototypes. 

The practice of developing 
concept cars appears to be 
declining in significance. But 
the prototype vehicles will g*iH 
be designed for display pur- 
poses, industry analysts in 
Tokyo say. However, Honda 
has no faith in concept cars. 
Instead, it provides opportuni- 
ties for young engineers to 
hone their high-tech skills on 
development of engines for for- 
mula-l racing cars, according 
to a Honda spokesman. 

Reliability is a principal sell- 
ing point for Japanese cars. To 
make their products more reli- 
able, Japanese companies are 
investigating use of artificial 
intelligence (AD computer soft- 
ware to run on-board monitor- 
ing-diagnostic systems. Such 
Al programs are typically 
called “expert systems’* In 
computer lingo. 

Applied utilisation of Al 
systems is still a few years 


Reliability heads sales drive 


down the road. In this area, 
Toyota can draw on the 
resources of its affiliate, Nip- 
pondenso, Japan's largest sup- 
plier of car electronics systems. 
Nissan, which has experi- 
mented with “fuzzy logic" con- 
trol software In a concept car, 
often works together with 
Hitachi, Japan's largest Inte- 
grated electronics company. 

Even the Japanese Govern- 
ment is Involved in the car of 
tomorrow. At the Ministry of 
International Trade and Indus- 
try's Mechanical Engineering 
Laboratory, in Tsukuba, Ibar- 
aki Prefecture, a so-called 
"intelligent car” is being devel- 
oped. This research centres on 
use of on-board cameras and 
computers for automatic 
steering based on Al pattern- 
recognition technologies. 

One of the reasons that R&D 
in Japan is exerting a great 
impact within the automotive 
work is that the Japanese have 
quick development schedules. 


Japan's car makers typically 
bring out toll model changes 
every three or four yean, and 
they are introducing a variety 
of new models. This means 
they are quick to tack on new 
features to differentiate their 
cars in the highly competitive 
domestic and US markets. By 
contrast, American and Euro- 
pean companies offer full 
model changes every seven or 
eight years. 

Mitsubishi has Introduced a 
sleek sports car called the 3000 
GT, the top version of which 
comes with four-wheel 
steering, four-wheel drive, an 
electronically controlled sus- 
pension and a twin-turbo- 
charged V6 engine capable of 
putting out nearly 300 horse- 
power. Many aspects of the 
development programme for 
the 3000 GT were based on Mit- 
subishi's High-Speed Resarch II 
concept car. The so-called 
active aero system, is one such 
example. Above 50mph the 


3000 GT’s rear spoiler rises 
while the front air dam is low- 
ered" to enhance downward 
force. Better stability at high 
velocities is the result. 

With the exception of the 
active aero system, nothing on 
the Mitsubishi 3000 GT is new. 
However, offering an array of 
high-performance features 
together with a powerful 
engine, while at the same time 
keeping the base price under 
$32,000, is an example of formi- 
dable "systems integration” 
expertise. 

At Isuzu. engineers are refin- 
ing a A2 litre V8 engine that is 
slated to power a sports car. 
That sports car is rumoured to 
be a joint project with Lotus. 

A few Japan-only cars that 
were introduced in recent 
months possess highly innova- 
tive features. For example, 
Toyota's small Sera model fea- 
tures glass-topped gull-wing 
doors, while Mazda's Cosmo Is 
powered by the world's first 


three-rotor Wankel engine with 
twin turbochargers. The 
Cosmo is offered with an 
optional car navigation system. 

Not all Japanese automotive 
R&D revolves around flashy 
features. Some of it is quite 
n?nr^janf> . Nissan, Hnntf a and 

other makers are focusing on 
greater use of aluminium to 
reduce weight. For example, 
Nissan says that aluminium 
panels on the Skyline (a Japan- 
only vehicle) helped cut weight 
by 30 pounds. 

The most extensive applica- 
tion of aluminium Is ou Hon- 
da's NSX, a Ferrarl-like road- 
ster priced at about $60,000. 
Even its all-new suspension is 
almost entirely aluminium 
alloys. Its body and doors are 
also aluminium alloy, while 
engine connecting rods are 
made of titanium. Nissan's 
500ZX has an aluminium hood, 
also to reduce weight and 
enhance fuel economy. 

At Nissan's technical centre 


in Kanagawa Prefecture, a pair 
of Cray supercomputers are 
employed to enhance body 
strength and rigidity, and 
reduce vibration, says Mr Torn 
Salto of Nissan's Tokyo head- 
quarters. The company plans 
to make improvements in drag 
coefficients through crunching 
numbers on a more powerful 
Cray supercomputer to replace 
its top model, Mr Saito adds. 

Improving the user-friendly 
features of cars is one of the 
priorities of Nissan's concept 
car research. For example, its 
NEO-X car. which was 
unveiled at the 1989 Tokyo 
Motor Show, features an infra 
red night vision device and a 
holographic head-up display. 
The night vision device, using 
a small CRT monitor, comes in 
handy in foggy weather, while 
the head-up display on the 
windshield shows the vehicle’s 
speed and gives warning mes- 
sages. Nissan goes so far as to 
say it is working on synergetic 
"intelligent vehicle control” 
technologiers, to make it easier 
for drivers to be in command 
of a wide range of features. 

One of the ways that the 


NEO-X has its weight trimmed 
is use of a composite-type drive 
shaft made of ca rbon fiber- 
reinforced plastic (CERF) and 
glass FRP, fnctoart of steel tub- 
ing. Such an innovation drive 
shaft also reduces sound vibra- 
tion, Nissan engine e rs say. 

Because Nissan exp ects 
tomorrow's luxury ami sports 
cars to come equipped with a 
range of data communications 
options — including tele- 
phones, facsimiles and comput- 
ers - it is working on a body- 
conforming antenna. The cir- 
cular receive-only and trans- 
mit -and- race iv e antennas are 
located just under the surface 
of the NEO-lCs plastic trunk 
lid. 

To support this level of 
research, Nissan spends 
heavily ou R&D. In the fiscal 
year ended March 1990, it spent 
Yisobn; this year it will spend 
Y220bn; and Us projection for 
the year through to March 1992 
is Y240bn. Japan funds by far 
the largest aggregate level of 
automotive R&D, which is 
spreading beyond the archipel- 
ago nation to research centres 
in North America and Europe. 
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Toyota’s Lexus; at the head ot the move Into the luxury class 


TWO YEARS ago, the world 
had yet to set eyes on Lexus or 
mfiniti, the luxury divisions of 
Toyota and Nissan. 

Today, Lexus and Infiniti are 
high among the industry’s 
talking points, having done the 
unthinkable: challenged the 
grandest names in the world’s 
luxury car business and come 
away, if not with victory, then 
at least with high scoresheets. 

For a first attempt to crack 
the exclusive Jaguar-Mercedes- 
BMW-Cadillac market, the Jap- 
anese have done well and 
beneath the bold front, the 
Europeans and Americans are 
shaken. Some surprising opin- 
ions have been formed. Top 
luxury cars manufacturers are 
saying defensively it won’t be 
they who feel the beat from 
this Japanese invasion but 
those lower down the scale. 

Those in that position are 
taking the opposite view. It is 
the Jaguars and BMWs who 
will bear the brunt, they say. 

The inevitability is that 
everyone will have to try that 
much harder especially as 
within two years, Lexus and 
Infiniti are expected to be 
joined by similar upscale prod- 
ucts from Mazda and Mitsubi- 
shi. Perhaps Honda, whose 
Acura luxury division was the 
precursor to Lexus and Infiniti 
m the North American market, 
where the Japanese have 



decided to launch their first 
luxury car assault 

Prime mover in the field and, 
is Toyota's Lexus LS 400. It 
was developed from scratch, 
with a virtual open-ended bud- 
get by Japan’s richest com- 
pany. The LS 400 Is an Impos- 
ing car inspired with a close 
eye on the Mercedes S-Class 
and its contemporaries. 

An original, it might not be 
(not in terms of styling at any 
rate), but technically, the li» 
400 is very good. No other car 
can match the Lexus’s supres- 
sion of engine noise. Its multi- 
valve 4 litre VB is the smooth- 
est and quietest there is. Such 
characteristics, allied to high 
building quality, driveability 
and sure footed handling have 
got Lexus off to a very positive 
start The fact the LS 400 is 
substantially cheaper than the 
top European and US rivals is 
another clear reason for its 
success. 

The most important asset for 
a luxury car is the right image 
and this is something Lexus 
and its like will have to work 
hard to attain. To reach that 
goal, high manufacturing qual- 
ity and reliability pins excep- 
tional customer satisfaction 


the short cut to the kind of 
status it's taken, say, Mercedes 
over 100 years to reach. 

The LS 400 has drawn a 
higher profile than Its smaller, 
Camry-based ES 250 cousin, 
which in the US it is now out- 
selling by two-to-one. That's 
another surprise because it 
was thought the cheaper car 
would chalk up the higher vol- 
ume. 

Significantly, the Lexus is 
also putting the Q45, its Nis- 
san-made V8 rival in the shade 
and for a number of varying 
reasons. 

That the LS 400 went on sale 
in the US last September at an 
earlier date than the 045 and 
has the benefit of a larger 
dealer back-up (Lexus number- 
ing 103 US dealers by the end 
of June, to Infinlti’s 64) goes 
part way to exp laining the dif- 
ference between the two. 

At the half-year point in the 
US, Toyota had sold 19,057 LS 
4003 to Tnfini ti'g 6,032 Q45S. 
Toyota has begun to sell the 
IS 400 in Europe (although not 
through a separate Lexus sales 
division) and Japan as the 
Toyota Celsior. 


Since Nissan has stated it 
will only market the Infiniti 
flagship in the US and Japan, 
the Q45 will inevitably be 
much rarer on the ground. Nis- 
san's controversial ad cam- 
paign to launch Infiniti. in the 
US is seen as playing a part In 
the marque's slow start. Per- 
haps unwisely, the ads showed 
not the cars but rocks and 
trees. 

Infiniti *b chief engineer. Mr 
Takahashl Oka, comceeds that 
while the ads were good for 
fixing the identity of the Infin- 
iti in the mind, they were less 
successful in promoting the 
product. The ads have now 
been changed - to show the 
Q45 and its smaller cousin, the 
M30 coupe. But the chance of a 
brick launch platform for Infin- 
iti has been missed. 

In may ways, the Q45 is just 
as outstanding as the LS 400. 
But while the latter has been 
conceived as a luxury car in 
the established sense, Nissan 
had deliberately flaunted tradi- 
tion. 

The en glpp, in stead Of being 
near is e n + hri cimeHraTly 

loud and racy. At the front, 
there Is no ornamental grille, 
just a simple badge. For a lux- 


ury car, the Q45 is unnaturally 
fart and fun to drive, while the 
styling is out of the ordinary. 

Time will tell whether the 
Q45’s avant garde approach 
and indeed the whale Infiniti. 
division picks up pace. Not 
that there’s any public note ot 
concern from Nissan as yet, 
the message from Ginza HQ 
remaining one of resolute, 
long-term commitment. 

Indeed, Nissan plans to add 
several new models to the line 
up over the next couple of 
years to lift its standing, 
inoiurttng a federalised version 
of the Nissan Primera saloon, 
to be called Infiniti G20. 

There is speculation of an 
ndd-engined supercar, powered 
by the 46 litre V8 from the big 
Q45. 

This could be called M45. 
Also, in three years time, the 
US Infiniti itewterahip will be 
ex panded to 150, although thjg 


wifi still be fewer than the 200 
plus Lexus network. 

In the Toyota camp, a new 
V8 two-door coupe based on 
the new Japanese Soarer is due 
from tire Lexus division. The 
new Lexus coupe is predicted 
to be a keen rival for Mercedes" 
560 SEC and the Jaguar XJ-S. 

The level of backing and 
attention to detail Toyota and 
Nissan are devoting to Lexus 
and Infiniti underlines their 
determination to succeed. 
Moreover, standards are being 
set that, should they wish to 
follow, Mazda and Mitsubishi 
will have to emulate. 

Mazda is in tending to Munch 
an upscale. Lexu&etyle saloon 
about 1992, powered by the tri- 
ple rotor Wankel engine 
derived from the new domestic 
Cosmo coupe. The rotary 
pngfiw is as smooth and power- 
ful as a conventional V12. The 
car is expected to be marketed 


through a new Mazda US divi- 
sion, which could be called 
Pegasus. 

Mitsubishi's piwnn seem less 
well formulated. A new V8 
engine is now on the test bed 
but analysts in Japan feel the 
project could be put on hold - 
along with Mazda's - should 
another oil crisis result from 
the Iraq affair. 

America’s severe proposals 
for future CAFE (Corporate 
Average Fuel Economy) stan- 
dards are casting shadows over 
Japan's new luxury cars and 
could cause some ambitious 
plans to be throttled back. 

Far the moment, Lexus and 
Infiniti have tended to over 
shadow Honda's pioneering 
Acura division, set up in 1986 
in the belief that US buyers 
would be prepared to pay a 
premium for Japanese cars. 

Honda has hid a profitable 
business selling the Legend 


and Integra as upscale Acuras 
in the US. But now the highly- 
acclaimed. 3 litre V6 sports 
coupe joins the fold. With a 
$60,000 price tag it is the most 
expensive Japanese. 

The charismatic NSX sym- 
bolises Honda’s sporting direc- 
tion for Acura and unabashed 
confidence hi challenging Fer- 
rari head-on, something that 
wouldn't have been attempted 
five years ago. But times 
change and Honda's incredible 
FI success has given the car 
instant credibility. 

The NSX would also seem, to 
move Acura away from a 
direct confrontation with the 
financially stronger Toyota 
and Nissan pair, the NSX being 
clearly a d iffe re nt type of car 
to the Lexus and Infiniti 
saloons. 

If Honda is going to produce 
a V8 luxury car to rival the LS 
400 and Q45, as has been 
widely rumoured, then it is 
likely to be with a new car, 
introduced within the next 
couple id years. But for Honda, 
still a relatively small com- 
pany in absolute terms, that 
would represent a large call on 
its stretched resources. 

Two years ago, Lexus Infiniti 
and Acura were still in their 
infancy, but from now an, the 
Japanese are likely to become 
formidable players hi the lucra- 
tive sector. 
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Steps towards efficiency 
and the pollution-free car. 



The diesel injection 

pump which made 


The concept of a car that’s not only safe 
and economical but also pollution 
free has occupied our thoughts and 
actions for many years. 
As early as 1927 we 
made it possible to 
use a diesel engine 
in cars. 

The diesel engine had 
previously been 
confined by its size 
to stationary 
applications 
and the propul- 
sion of ships. We were able 
to overcome this when we 
succeeded in developing the diesel 
injection pump. 

The first car equipped with this 
pump came on to the market in 
1936. 

Then in 1952 we developed and 
produced the injection pump for 
petrol engines, which increased 
power but reduced petrol 
consumption as well as pollutants. 

As our knowledge grew, we were 
able to make the diesel pump 
even more compact, so that it 
could be used on smaller and 
smaller cars. 

In 1962 we built a pump 
that employed just 
a single pumping 
unit to fuel all cylin- 
ders. Refinements 
of this design can 
be found in 



now 



The first electronic petrol ' ' ‘ 
injection system (Jetronic) wont into production 


virtually all diesel powered cars. 

The next significant step was in the 
field of the petrol engine. 

In 1965 we went into serious 
production with transistorised 
ignition. This new type of ignition 
was not only maintenance free 
but also gave better combustion, 
producing more energy with less 
pollution. 

But our most significant develop- 
ment was yet to come. In 1967 we 
began serious 
production of 
electronically- 
controlled 
petrol 
injection. 

We had 
succeeded 
in producing 
electronic control units that could 
stand the rigours of all motoring 
conditions. In fact, this cleared the 
way for petrol injection systems 
that would give even more 
precise electronic control over 
the fuel and air mixture. This 
meant that the engine always 
received enough fuel to develop 
its optimum power but the 
quantity was finely 
controlled to reduce 
both fuel consump- 
tion and exhaust 
emissions. 

In 1976 we introduced 
Lambda Control, 

in 1967. 


77k VE {distributor injection) 
pump fitted to virtually all car 
dieael engine*. 


which was our answer to the 
stricter environmental protection 




The flnt Lambda kbioi; 
1976. It is a necessary part 
or the only technology 
which reduces exhaust 
pollutants by up to 90%. 


laws that were intro- 
duced in the United 
States. 

Of course there was already the 3-way 
catalytic converter; but this only 
functioned at its best when the 
components of the exhaust were 
in a highly specific proportion 
to each other In order to ensure 
that these proportions could be 
constantly maintained, we fitted 
a Jetronic petrol injection system 
regulated by a Lambda sensor in 
the exhaust system. 

Lambda Control, with catalytic 
converter, has reduced exhaust 
pollutants by up to 90%. Since 
then we have continually devel- 
oped the potential of controlling 
engines by micro-computers. And, 
since 1979, our 
Motronic system 
has been able 
to control both 
petrol injection and 
ignition timing, 
further step for- 
ward came in 
1983, with the de- 
velopment of Mono-J etronic, a less 
expensive centralised injection 
system which is especially suitable 
for Lambda Control. 1983 also, 
saw the introduction of knock 
control in the ignition, which 
reduces petrol consumption quite 
considerably. 



Electronic ignition with 
spark advance map and 
knock control. This reduce* 
petrol consumption and 
preserves the engine. 


We have now developed and 
perfected an electronic diesel 
control system which not only 
makes the diesel engine cleanei; 
but also brings us a step closer to 
the pollution-free car of tomorrow. 

But our activities do not stop with just 
fuel and ignition systems. The 

The Brat electronic dieael 





introduction of ABS Anti Lock 
Braking (1978) and ASR Traction 
Control (1987) are just two further 
examples of our commitment to 
increase safety and efficiency in the 
motor vehicle. 

And in 1991 our new 
UK production 
plant at Miskin 
near Cardiff opens, 
producing a new 
Compact Alternator Acut .„^ motW ,, fll , 6 
for the 1990’s, more ^^ actBosch 
powerful, lighten smaller and 
quieter too. 

Of course this development will 
not be our last, because we are 
already well on the way to the 
next step. 



© BOSCH 

Excellence comes as standard 



sf a ffg jos'g'e ft a 2 a #«•«**» ce-ypoffl « d-p c-oucbpclp o»sccAvb 






UNCIAL TIMES TUESDAY SEPTEMBER 18 1990 


WORLD CAR INDUSTRY 12 


r« 


#|8iSPIIB : ISliii 




r;; 


■ ::: ”--"' r ' " 1 ~ '" ; ' r:V ' 

,'t?K : ‘■Cpw.txi: ' •"~ =? ' 

• •^V;*;.-; «+.•.*-. - >« < * x-y- . 


Htesan launched Its Mlnlfl 045 to rival ToyoWs 4300cc Cetelor at the lop and of the nwftat 

JAPAN 

Rising oil costs could 
hit domestic demand 


LEADERS OF the Japanese car 
industry, the backbone of the 
country's flourishing economy, 
are keeping a close watch on 
developments In the Middle 
East 

For the Gulf crisis, which is 
almost certain to push up the 
price of oil in Japan and spark 

Off a domino offiipt of Hi gher 

interest rates, rising prices and 
diminished spending by con- 
sumers, could also bring an 
end to long run of growth in 
sales and profitability the 
industry has enjoyed. 

Japan has been the world’s 
largest car maker for ten con- 
secutive years. In recent years, 
domestic demand has soared in 
what some see as Japan’s new 
auto age, with over 75 per cent 
of the population owning at 
least one car. In the late 1960s, 
the last demand surge, car 
ownership grew from a fad to 
became the norm. Twenty 
years later, those owners are 
aspiring to greater tWnp »nH 
topof-the-range autos are now 
becoming commonplace. 

According to a recent sur- 
vey, in the past two years, 39 
per cant of cars purchased cost 
more than Y2m. It is not an 
unusual sight to see, parted in 
a row In a narrow Tokyo 
street, a Mercedes Benz, a 
BMW or two, a couple of Nis- 
san Inflnltd Q45s and perhaps a 
Rolls-Royce. 

This adds up to a lot of smil- 
ing faces at car company head- 
quarters. Last year, a total of 
5.5m vehicles were sold in 
Japan, with sales, of standard 
cars (with engine displacement 
2,000 cc or more) leaping by an 
astonishing 66.5 per cent, 
according to the Japan Auto- 
mobile Manufacturer's Associa- 
tion (JAMA). The jump was 
attributed mainly to the elimi- 
nation of the commodity tax in 


April 1989, which cut retail 
prices of products at the top 
end of the market by over 10 
per cent, and spurred consum- 
ers to enter the 1990s on a lux- 
ury shopping spree. 

The giant of the domestic 
arena, with a 42 per cent mar- 
ket share, is Toyota Motor. In 
the year to June 30 1990, it 
topped for the third consecu- 
tive year the list of large Japa- 
nese corporations with the 
highest income. With pre-tax 
profits totalling Y733.8bn, a 
booming 283 per cent rise on 
the previous year, and sales up 
113 per cent to Y7.998bn, it 
was well ahead of other car 
companies, although they also 
reputed robust increases. 

In fact, the only concern of 
the eleven Japanese manufac- 
turers in the past year has 
been that they would be 
unable to cope with the boom- 
ing demand. Already facing a 
domestic labour shortage, 
which they feared would push 
wages up to unrealistically 
high levels, the groups were 
spending much of their time 
trying to find ways to cope. 

The solution adopted by 
most was, firstly, to shift mar- 
keting efforts away from the 
United States to the home 
front - a timely step, since the 
imbalance in the bilateral auto 
trade was one of the main 
issues discussed at the Struc- 
tural Impediments Initiative 
tallta between the two nations 
earlier fids year. Following the 
conclusion of the talks in June, 
Japan reduced exports and 
transferred a large part of its 
production process to the US. 

Secondly, manufacturers, 
buoyed by consumers' continu- 
ing enthusiasm fur new cars, 
finally gained enough confi- 
dence to sink large sums of 
money into building new 


plants and expanding produo 
tion, without fearing a. bottom- 
ing out of the market 

In the first half of this year, 
the total combined output of 
the 11 manufacturers hit a 
record 6.65m vehicles, up OS 
per cent on the JanuaryJune 
period last year, according to 
JAMA. Of that figure, passen- 
ger cars accounted for 43m 
units, up 10.4 per cent, most of 
which (334m) were sold in 
Japan. Exports fell by 5 per 
cent in the same period, to 
23m vehicles. 

The sum of investments 
planned by major car compa- 
nies for fiscal 1990-91 was 
nearly 24 per cent more than 
the previous year, which In 
turn was 15 per cent up on 
1988. Investment has been 
channelled in different ways in 
the past two years dr so. 
Encouraged by the trend 
towards luxury goods, most 
companies have earmarked 
large amounts of capital to 
develop bigger cars with addi- 
tional accessories, rather than 
merely increasing the output 
of existing models, said a 
JAMA spokesman. 

Toyota’s plans include 
expanding the production line 
for luxury sedans at its plant 
in Aichi Prefecture in central 
Japan. It will also reduce its 
exports to lm cars annually by 
1992, down 30 per cent from the 
peak period in 1985. The com- 
pany, which successfully 
launched the 4,000cc Celsior 
(known as the Lexus overseas) 

- touted as its “highest grade" 
vehicle — last autumn, aims to 

chalk up annual pales of 23m 

cars within the next few years. 

Toyota's closest rival, Nis- 
san, launched its own top car, 
the 4300cc Infmiti Q45, to com- . 
pete with the Celsior and sur- 
prised even itself with the 


robust sales - neatly 1300 in 
the first eight months. Nissan 
will boost production of auto- 
matic transmission vehicles at 
its Shizuoka factory in the 
coming year, and build an 
extension at another plant 
Honda is the only one of the 
big five car makers not plan- 
ning' to increase its capital 
spending in 1990, due to the 
recent completion of a third 
production line at its main fac- 
tory. Mazda's high capital out- 
lay Is for the planned construc- 
tion of its second factory in 
Yamaguchi prefecture. 

In the coming years, Japa- 
nese makers plan to maintain 
their curb on exports to the 
US, although shipments to 
Europe and south-east Asia are 
likely to Increase. Most compa- 
nies are shifting Into top gear 
to prepare for European unifi- 
cation by setting up plants arid 
facilities in Britain and France, 
and tentatively moving into 
eastern Europe. 

Nissan is the rally Japanese 
company so far to start mar- 
keting 'its cars in East Ger- 
many. Although demand there 
has soared In recent months, 
Japanese groups appear hesi- 
tant to launch full-scale 
operations for two reasons: 
they fear the current upsurge 
in demand will subside, and 
they are worried about causing 
friction with West European 
makers who have shown 
strong interest in the market 
However, they are consider- 
ing malting a «l«nm_ Toyota haa 

extensive jAumt to move into 
east Europe this year, as do 
most of the other large manu- 
facturers. Mazda planned to 
have exported 500 passenger 
cars to East Germany by the 
end of August 1990, and to 
have set up 19 sales and ser- 
vice outlets in the country; and 
Fuji Heavy Industries aims to 
sell 2,000-3,000 care there dur- 
ing 1991, through its 50 newly 
established dealerships. 

The smaller groups remain 
more Interested in strengthen- 
ing theft domestic stances. Dai- 
hatsu, the top maker of mini. 
cars - those with engine 
displacement of less than 550cc 
- has been riding the crest of 
a mmicar boom in Japan. Its 
sales for July this year rose 93 
per cent over the previous 
year, although overall sales for 
the year were down 33 per 
cent The fixture looks good for 
Daihatsu, and other smaller 
makers - even a petrol price 
hike could work In their 
favour, as consumers would 
turn to mlnicars in an effort to 
economise. 

Industry watchers believe 
that, even though petrol prices 
look likely to rise by about Y10 
a litre from the current level of 
around Y120 and inflationary 
pressure is growing, the major 
car companies will maintain 
their place as the driving force 
behind the advancing Japanese 
economy into the 1990s. 

Martina Gannon 


ONE OF the greatest status 
symbols in Japan, aside from 
owning a Van Gogh painting 
ot a large amount of gold, is to 
be the owner of a foreign car. 
For m this country, the robust 
and growing economy of which 
is underpinned by the thriving 
car industry, scarcity value is 
the key to prestige, 

. Which is good news for for- 
eign car makers, particularly 
those with luxury, top class 
vehicles. Buoyed by what is 
known as the triple merit of 
Japan - low interest rates, a 
strong yen and soaring land 
and equity, prices - the foreign 
car market has grown by a 
steady 30 per cent annually in 
the past four years. 

Imported passenger cars still 
teake up a meagre 43 per cent 
of the total market in unit*, 
but their price tags are far 
higher than most domestic 
models, so the market share is 
not as negligible as it appears. 

A record 113,600 imported 
passenger cars were sold in 
Japan in the first half of this 
year, a 39 per cent increase 
over the January - to June 
period last year, according to 
the Japan Automobile Manu- 
facturers’ Association (JAMA). 
West German makers maintain 
their firm grip on the market, 
with Volkswagen cling in g to 
its number one slot for the sec- 
ond consecutive year in spite 
of a strong challenge from 
BMW. 

But French and British mak- 
ers are chasing the West Ger- 
man leaders, who hold a con- 
solidated 60 per cent of the 
imported marka* in the first 
half of this year, the number of 
newly registered French care 
leapt 60 per cent, compared to 
the 32 per cent rise in West 
German wimfoi B. 

Some see this as a natural 
result of the runaway success 
of West German care - for in 
Japan, as elsewhere, popularity 
can become self defeating. Car 
buyers, along with most other 
consumers, are constantly 
searching for that elusive, 
exclusive and, of course, expen- 
sive product that will elevate 
their status. So im p o r ters find 
themselves treading a thin iim» 
between attempting to lift 
sales while preserving their 
elite image. 

One group which seems to 
have found the key to success 
in Japan is BMW, which con- 
trols a 16 per emit slice of the 
foreign car market. It forged 
the way for others as the first 
overseas car group to set up its 
own dealership network in 
Japan — but manages to main- 
tain the high profile and fierce 
c omp e titi ve edge that was cre- 
ated by its early start 

BMW Japan, a wholly owned 
international subsidiary of 
Bayerishe Motoren Werke, 
stuck its neck out in 1981, by 
deciding that the best, and per- 
haps rally, way to carve a 
niche in the tight Japanese 
market was to establish its 
own chain of showrooms sell- 
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BMW’s 12 cylinder 850 haa right-hand drive for added prestige 

Foreign cars are sought after in Japan for their 
status value with West Germany leading the way 

The high cost of cachet 


tog its vehicles alone. In order 
to do this, the group invested 
large amounts in prime-loca- 
tion land upon which to build 
showrooms and service cen- 
tres. And the gamble paid oft: 
The number of registered 
BMWs in Japan rose from 3300 
in 1961 to 33,000 last year - up 
800 per cent Imports in the 
same period jumped 370 per 
cent to 180,420 vehicles. 

"The key to BMW's success 
is threefold," says spokesman 
Mr Akio SekL “We have our 
own network, which is most 
important as we can market 
the cars in our own unique 
way, and each sales outlet is 
also a service centre; we train 
all our own staff, both in the 
sales and service sectors; and 
we have our own finance com- 
pany." In 1984, when car loan 
interest rates averaged 15 per 
cent, BMW launched apioneer- 
ing 9.5 per cent loan, since 
reduced further. 

The company is proud of its 
Image as an efficient, top 
manufacturer, he added. It 
recently opened a large p arts 
manufacturing plant in Chiba 
Prefecture, east of Tokyo, and 
has set up a 24-hour nation- 
wide recovery and mainte- 
nance service. Next year, the 
group’s new showpiece bead- 
quarters, the largest of all for- 
eign car companies in Japan, 
will start operations in Chiba's 
business zone. 

Mr Seki added: “We realise 
that becoming too popular 
could be a problem in Japan, 
but we really don’t think that 
situation will occur. We are 
concentrating on n f fari ng top 
quality models, with an effi- 
cient follow-up service, and we 
think a certain section of Japa- 
nese consumers will always 
want that” 

BMW is aiming to up sales in 
Japan to 50,000 a year by 1995, 
which would amount to about 


10 per cent of the group's total 
production. It will introduce a 
new 520 model In November 
this year, followed by a 730 
m od **!, b ringing the total num- 
ber of lines on offer to 24. Both 
the new cars will have 
left-hand drive systems (cars 
run on. the toft-hand side of the 
road in Japan). BMW’s top car, 
the 12 cylinder 5,000c c 850 
model, has right-hand drive for 
added prestige, as if the price 
tag of nearly Y14m were not 
enough. 

The company will raise the 
cost of 13 of its models by an 
average 3.5 per cent from 
November, to offset the recent 
strengthening at the Deutsch- 
mark against the yen. The 
increase, BMWs second this 
year, will bring the price of a 
standard 3 series 4 door model 
up toabout Y33m. 

The success of BMW, and 
other West German manufac- 
turers, goes same way to pla- 
cating critics of Japan’s 
uneven vehicle trade balance. 
For, although the number of 
cars exported to West Germany 
is still more than doable the 
number imported, the actual 
value of Japan’s exports is 
much smaller, according to tbe 
' Ministry Bf lntematinnal T raito 
and Industry.' 

The fifth ranking fawaign car 
company in Japan,. -with- an 
almost 6 per cent share of tbe 
market, is Britain's Rover 
Group. Sales by Austin Rover 
Japan grew 44 per cent to 8,600 
cars in the first half of this 
year, mostly due to fixe popu- 
larity Of toe - Mini- 

The group, which. recently 
opened ns 109th sales outlet in 
Japan, has decided to prolong 
production of the l,000oc car - 
scheduled to cease to 1993 - for 
a further four years partly 
because to its runaway success 
to Japan, its fifth biggest mar- 
ket 


Underpinned by nostalgia, 
monthly sales of the Mini — 
which has hardly changed 
dwM it first rolled oft the pro- 
duction . line in 1359 . ~ 
sales to Britain for 
the first time last year. Tbe 
Rover Group, which also mar- 
kets French maker Peugeot's 
v ehicle s to Japan, aims to raise 
its spies to 30300 annually by 
1992. It introduced the four- 
wheel-drive Range Rover in 
April this year, and will launch 
a Peugeot model-in September 
in an effort to spur sales; ' 

An the groups have exten- 
sive plans to increase profits 
this year, with most opening 
new dealerships and introduc- 
ing higher grade models. 

lsozu Motors, which deals in 
vehicles made . by General 
Motors of the US, started 
importing Adam Opel * cars 
from West Germany at tbe end 
of 1988. It will add 30 outlets to 
the current 106 by the mid at 
ftiia business year, aiming to 
raise sales to'5,000 annually 
from last year’s 1,400. 

Fuji Heavy Industries, which 
imports Votvoa from Sweden, 
plans to hft sales, as does the 
country’s biggest importer, 
Yanase. which deals .in Mer- 
cedes Benz and Vol k swag e ns, 
among others. Imports from 
the US. have gamed this year, 
led' by the increased sales’ of 
Honda's Accord coupes, built 
in Ohio. _ • . 

Foreign car companies can 
look forward -to a successful 
ikrni|p in Japan, as time is 
little doubt that imparted cars 
will continue to gain popular- 
ity, b ut whethertheleaders 
can hold on to their dominant 
position will depend on their 
marketing ddih and the main- 
tenance: of their elite Image. 

Marumi Garmon, 

Tokyo 
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NEW AUTOMOTIVE LINE-UP 

FIVE TITLES FOR AUTUMN 1990 


T b add to your research portfolio on the automotive industry, The Economist 
Intelligence Unit, is releasing the foUowing reports: 
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Ian Rodger profiles Honda’s new executive vice president 

Geared up for big changes 


HONDA MOTOR startled the 
world motor industry in May 
with an announcement of a 
complete overhaul of its top 
management 

Mr Tadashi Rome, the for- 
mer development engineer 
credited with bringing style to 
Japanese cars, and two other 
directors retired, and a troika 
of executives, Mr Koichiro 
Yoshizawa, Mr Nobuhiko 
Kawamoto, and Mr Shoichiro 
Mmqj iri, came in as rb w l rwmn, 
president and executive vice 
president respectively. 

Mr Irimajiri, a graduate in 
aeronautical engineering from 
Tokyo University, followed the 
well-worn path at Honda 
through the group's research 
and development subsidiary 
before entering general man- 
agement. In L9S2, he became 
the president of Honda's main 
factory at Suzuka in Japan, 
and in 1984 went to the US as 
president of Honda of America. 

In 1988, he returned to Tokyo 
to become managing director 
in charge of worldwide manu- 
facturing and maintain* hiw 

International responsibilities 
in his new position. 

Mr Irimajiri expects big 
changes in the structure of tbe 
world car industry in the next 
few years, and one of the trig- 
gers will be the resolution of 
the un certainty over Chrysier's 
future. 

“They will find a partner 
somewhere in the worm. With- 
out help, it would be difficult 
for them to survive In the pas- 
senger car business. The key 
word for survival is model 
chang e, and Chrysler does not 
have the technology. Their 
research and development 
resources are relatively small 
compared with world class 
makers.” 

He believes Chrysler will be 
rescued by a non-US company, 
but Insists it will “absolutely 
not" be Honda. 

“We are very busy building 
good relations with Rover,” he 
says in reference to the group’s 
d e s ign and production associa- 
tion with the UK motor group. 

On that partnership, he says 
its further expansion depends 
entirely on the success of Hon- 
da's sales in Europe and thus 
on the expansion of its deal er 
network. 

The company’s presence in 
many European countries has 
been limited by restrictions on 



Shoichiro Hmajlrl 

Japanese can, but now these 
are easing. Honda haa just 
established a marketing sub- 
sidiary in Italy, for example, 
and Mr Irimajiri says demand 
there is very strong. 

“If we succeed In enhancing 
our dealer network, then we 
will need more cars from our 
own and Rover’s plants." The 
company is working with 
Rover to increase output next 
year and is looking forward to 
the opening of its own plant at 
Swindon in 1992. 


it wifi be difficult 
to draw a line 
between Japanese 
and US cars’ 


At the moment, Honda sells 

150.000 cars a year in Western 
Europe, of which 40.000 are 
made by Rover. Approximately 

24.000 are sold in the UK. 
Honda Is trying hard to 

avoid causing anxiety In 
Europe. Its medium term tar- 
get is to sell 300300 cars in 
Europe, about 3 per cent of the 
market - “a very modest num- 
ber". Mr Irimajiri says. 

The company is also not 
inviting its main Japanese 
component suppliers to set up 
in Europe, preferring to 
develop links with local suppli- 
ers. So far, only Nippon Seiki, 
a maker of speedometers, has 
made the move, and it did so 
on its cm. 

In s similar vein, he ducks 
the controversial question of 


transitional restrictions on 
Japanese imports into the 
European Community after 
1992. . 

The issue is one for govern- 
ments to settle, he says. “We 
believe strongly in free trade, 
but we are not saying anything 
on this." 

He says Honda is interested 
In eastern European markets 
but it unlikely to start active 
selling there for some time. 
The priority is on building up a 
proper service network for the 
existing park of Honda 
vehicles In the region. “We 
think the most important thing 
is to maintain the reputation of 
our products." 

Honda's ultimate aim is to 
have fully independent 
operations in Japan, the US 
and the EC. Mr Irimajiri says 
the three would design and 
produce models mainly for 
their own markets, but they 
would buy special ones from 
each other, and headquarters 
would play merely a co-ordina- 
ting role. "The closest model is 
General Motors’s relationship 
with Opel in West Germany." 
he says. 

Honda’s US operation i9 
already quite advanced along 
this route, with large manufac- 
turing capacity and a 10-year 
did research centre with a staff 
of 350. 

“They are big enough to 
develop versions of models, but 
not yet to develop their own 
whole car. In the UK. our R&D 
centre is still spending most of 
its time transfering manufac- 
turing know-how from Japan 
to UK suppliers. I hope the 
development rate will be faster 
in the UK because of our 
co-operation with Rover. In the 
US, we have had to do every- 
thing by ourselves.” 

As the overseas subsidiaries 
become more independent, he 
believes the danger of protec- 
tionist moves against Japanese 
cars will decline. For example, 
he does not think a celling will 
be put on Japanese badge car 
sales in the US. “Products 
made in the US have more and 
more local content All major 
Japanese manufacturers are 
going to be US manufacturers, 
complete with research and 
development as well as local 
content I think it will be very 
difficult to set a clear border 
line between Japanese and US 
cars." 


Honda has a' reputation for' 
innovation, and has recently 
achieved considerable progress 
in reducing the time it takes to 
develop new models. 

Mr Irimajiri says the com- 
pany can now design and 
develop a new car xa “less than 
36 months", and is atming to 
get it down to 24 months. He 
believes that the speed of 
development will remain a 
major competitive factor in the 
future, provided it is accompa- 
nied by a shorter model change 
cycle. Honda now changes 
every four years and has no 
intention to reduce it for the 
time being. “It has to be short- 
ened, but some European mak- 
ers do not want to." 

Nevertheless, the company 
has been caught by surprise by 
the success of Nissan and 
Toyota in launching huge lux- 
ury care. 

“When we launched Legend, 
we thought it was a luxury car. 
We still think of It as one." He 
says the company has no plans 
for that sector, other than hav- 
ing Legend evolve. 

Indeed, one of his main con- 
cerns at tbe moment is how 
quickly the market will react 
to the Middle East and envi- 
ronment crisis and turn to 
smaller cars. 


“The consumer trend at the 
moment is toward luxury cars, 
but everybody knows there 
will be a big change In the 
1990s. So we are working on 
both sides. It is very difficult 
because we do not know the 

timing . * 

For the moment, he is 
delighted by the strength of 
the Japanese market, which he 
sees as a reflection of the confi- 
dence of the Japanese people in 
their competitiveness. 

However, he believes that 
imports, which now account 
for 4J» per cent at cars sold In 
Japan, will double by the mid- 
dle to late 1990s. 

“Consumers are diversifying 
their tastes very rapidly," he 
says. 

He also predicts that a grow- 
ing portion of these imports 
will be made by Japanese com- 
panies. “Japanese cars made in 
the US will come in large vol- 
umes - 50,000 to 60,000 a year," 
he says. Honda alone plans to 
import 12,000 this year. 

Honda has become a leading 
participant in the Formula One 
racing circuit in a period when 
many other motor companies 
have decided that the publicity 
is not worth the cost. Mr Irima- 
Jiri, who was president of 
Honda Racing for a year in the 
early 1960s. thinks it is still 
worthwhile for Honda, not 
least because interest in For- 
mula One racing is new and 
growing in Japan. "We see it as 
a kind of symbol of Honda, the 
spirit of our business, and we 
“tin* it continues to be eflec- 
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the 1834 few months, 
the US showrooms of Hyundai 
Motors, South Korea’s largest 
automobile manufacturer, have 
been making -space for a new 
arrival. The Scoupe. a sportly 
looking model aimed at 
younger drivers, » being 
unloaded at US ports by the 
thousand. This month they go 
on sale to US customers. 

Mr Lee Soo n, managing 
director of Hyundai Motors 
says that Hyundai aims to sell 
about 30.000 Scoupes in the US 
by the year end and that the 
new car makes him more opti- 
mistic about the company’s 
export prospects. Successful 
new models are badly needed 
to revive South Korea’s auto- 
mobile export drive. 

After a spectacular debut in 
1985 and 1987, exports of Kor- 
ean MI by 40 per cent to 
356,000 units last year. This 
year, saw a miserable first half 
with volumes down by about 
£4 per cent, over the compara- 
ble period. There are some 
signs of recovery. In July, car 
exports of 8172m represented a 
33 per cent increase over the 
same period in 1989, and the 
Korea Automobile Manufactur- 
ers Association believes that 
last year's export figure could 
possibly be exceeded. 

Whether that can be 
achieved will depend partly on 
how international customers 
take to new models such as the 
Scoupe and a new medium 
sized car from Daewoo Motors, 
a 50-50 joint venture between 
Daewoo and General Motors. 

No less Important is the con- 
tinuation of industrial rela- 
tions harmony, low wage 
increases and favourable 
exchange rate movements 
which emerged this year, in 
contrast to 1988 and 1989. Even 
if exports tall short of targets, 
workers at the country’s five 
automakers are likely to be 
kept busy. The domestic mar - 
ket, fuelled by the same wage 
increases which helped erode 
South Korea’s international 
competitiveness over the last 
few years, continues to thrive 
and more than compens a te s for - 
the drop in sales overseas. 

In the first half of the year, 
domestic sales rose by a robust 
37 per cent to 437,000 units, 
more than offsetting file fall in 
exports and lifting overall sales 
by 12 per cent to 563,000 units. 
For the year as a whole, KAMA 
forecasts that out of total pro- 
duction of between i-9m and 
1.3m units, over 900,000 units 
will be sold in South Korea. 
The shift from exports to the 
domestic market is illustrated 
by the fact that the proportion 
of sales accounted for by the 
domestic market is expected to 
rise from 68 per cent last year 
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Hyundai Scoupe IS GSI 


SOUTH KOREA 

Export hopes grow 


to about 72 per cent this year. 

While the domestic market 
remains strong and exports are 
improving, both areas contain 
problems and challenges. On 
the domestic front, there is the 
question of bow long the 
strength of consumer demand 
can continue, given the traffic 
congestion in South Korea's 
cities and the slower rate erf 
income growth this year. 

Forecast annual inflation of 
over 10 per cent implies a foil 
in real wages for many work- 
ers and the wealth effect of 
Seoul's tumbling stock market 
will also hit disposable 
incomes. But many analysts, 
including Mr Suh Jim Sung, 
executive director of Daewoo 
capital management, believe 
that domestic demand will 
remain strong. 

Mr Lee Dong Wha, of KAMA, 
argues that the ratio in South 
Korea of 14 people to each car 
is far higher than in other 
countries and compares with 
about 10 to one in Taiwan. 
Nonetheless, South Korea's 
geography and the high con- 
centration of the population in 
a small number of urban cen- 
tres means that Korea’s roads 
are airpad y under strain. The 
domestic market may prove 
less attractive by virtue of 
increased capacity and even 
the prospect of new entrants. 

All of the existing manufac- 
turers . - Hyundai, Daewoo, 
Kla, Ssangyong and Asia - are 


expanding production lines or 
upgrading plant while Sam- 
sung. South Korea's largest 
conglomerate Is considering 
entering the sector. Its plans 
may have been temporarily set 
back by the Government’s 
refusal to allow technology 
imports from Nissan Diesel of 
Japan, but many analysts 
expect the group's designs on 
automaking have been delayed 
rather than ended 

In the international market 
the difficulties are greater. The 
US. which is still by far South 
Korea's largest export market 
continues to weaken, while the 
prospect of recession there 
implies the situation is likely 
to become still more difficult. 
In response, the five Korean 
manufacturers are undergoing 
bold diversifications. 

Exports to south a—t Asia 
and eastern Europe have 
shown healthy growth. While 
such diversification Is a step In 
the right direction, however, 
the US still accounts for almost 
70 per cent of total exports. 
The prospects for exports are. 
however, improved by the 
reversal of a series of external 
factors which contributed to 
the recent poor performance. 

The exchange rate has depre- 
ciated by over 5 per cent 
against the Hniigr so far this 
year, although the benefits 
have been reduced by a still 
weaker yen. More significantly, 
wage rises and industrial 


unrest have been respectively 
much lower and much fewer in 
1990 than the preceding three 
years. According to KAMA, 
wages have risen by an aver- 
age of 76 per cent so for this 
year compared with wage 
awards of between 16 and 22 
per cent between 1987 and 1989. 

The series of strikes which 
disrupted production and 
affected quality during the 
same period all but vanished 
during this year's spring wage 
bar gaining round. 

Some progress Is also being 
made in technology develop- 
ment. The Scoupe and Excel 
have been developed almost 
exclusively by the Hyundai 
while the four other manufac- 
turers are also improving their 
capability in design and engi- 
neering. But for larger cars in 
particular, dependence on for- 
eign parts and technology 
remains high. A recent report 
by the Ministry of Trade and 
Industry claimed that South 
Korean automakers often use 
over 30 per cent foreign parts 
in cars of 2 litres and above. 

Improving their own design 
and technology capabilities as 
much as exchange rate move- 
ments »nd the industrial rela- 
tions climate will determine 
whether South Korean automo- 
bile makers can resume their 
impressive record. 

John Ridding, 
Seoul' 


Daniel Ward explores the latest moves at recycling vehicles 


Designs on disassembly 


MANUFACTURERS have 
learnt in the last d ecade how- 
to design cats to be welded, 
painted and, increasingly, 
assembled by robot to the 
point where the demands of 
automated manufacturing 
heavily influenced the design 
of models such as the Volkswa- 
gen Golf and theRaiTipo. 

Europe's car makers must 
take on board the need for 
recycling the 13m new cars 
sold in western Europe annu- 
ally, having reacted to the 
challenge of Japanese effi- 
ciency. The priority for manu- 
facturers is to discover how 
models can be designed so that 
they are easier to disassemble. 
Several car makers have raised 
the spectre of dismantling 
plants being built alongside car 
assembly factories in order to 
complete the recycling loop. 
New West German laws force 
supermarkets to take back 
packaging from customers, 
however the logistics for the 
car Industry to follow suit are 
considerably more challenging. 

West Germany, lead by 
BMW, Mercedes-Benz and 
Volkswagen, has embarked on 
initiatives to discover the 
design techniques needed for 
efficient recycling. 

A note of caution must be 
sounded about designing can; 
to be recycled because benefits 
are long-term. Any design tech- 
niques discovered today would 
take, perhaps, five years before 
they appear on a new model 
which may then go an to sur- 
vive for 15 years. Environmen- 
tal gains in the short-term will 
come from better recycling on 
existing cars and components. 

In West Germany BMW and 
Mercedes-Benz repair plastic 
bumpers which are then sold 
at a discounted price by deal- 
ers. The Stuttgart company is 
working on ways of recycling 
100 per cent of car batteries, 
while used oil, pnglnft 
and brake fluid are collected 
by dealers and recycled for 
other uses. The exchange of 
Hainflgpfi exhaus t catalytic con- 
verters for new ones by dealers 
so that the rare metals used in 
the converter can be recovered 
has been widely adopted in 
West Germany. Damaged plas- 
tic body panels from the BMW 
Z1 sports car are automatically 
returned to GE, the supplier of 
the original panda to BMW. 

Today’s scrap yards may not 
have an environmentally 


friendly image but they repre- 
sent the state of the art In 
recycling. Crashed or old cars 
are stripped of any serviceable 
components, and before the 
remainder is crushed for 
remelting, there is some sepa- 
ration of aluminium from steeL 
VW estimates that 75 per cent, 
by weight, of cars scrapped is 
recycled. The rest, almost cer- 
tainly end up as land-filL 

In an environmentally aware 
society land-fill will become 
increasingly expensive in order 
to deter it. Consequently, it 
will be worth salvaging a much 
higher proportion of the 
scrapped ear. Dr Rolf Buch- 
frte m . bead of new technologies 
In VWs research and develop- 
ment department in Wolfsburg, 
believes that by finding ways 
of recy cling plastic and glass 
as much as 90 per cent of the 
car be reclaimed. 

The main challenge is to find 
economic methods for disman- 
tling the vehicle so that the 
many different materials can 
be separated and then individ- 
ually recycled. BMW and VW 
have pilot recycling plants in 
operation and Mercedes-Benz 
has firm plans to invest in 
such a plant 

VW’s Leer plant, located 
close to the Passat factory at 
Rmden, processes 20 cars daily. 
When the two-year programme 
is completed Dr Bnchhiem 
believes VW will know how to 
economically disassemble 
scrapped cars and will have 


developed the new tools needed 
for rapid dismantling and the 
engineers will know bow to 
design models for recycling. 

Dr Buchhiem says: “Disas- 
sembly is very different from 
assembly. Time is the most 
important thing, also we need 
to have the materials sepa- 
rated." Research data from 
Leer highlights what must be 
done to recover the largest 
plastic mouldings. 

The GolTs plastic front bum- 
per, weighing 4.7kg, can be 
removed in one minute but an 
additional 30 seconds is 
required to separate the vari- 
ous grades of plastic, an essen- 
tial step in the process when 
readily recyclable thermoplas- 
tics are joined to therein oset 
plastic parts which must be 
ground down mechanically. 

Separating the different 
types of plastic takes propor- 
tionally longer when dealing 
with the GolTs plastic fuel 
tank which weighs 8.1kg. It 
can be removed in four min- 
utes but a further three min- 
utes is spent separating the 
materials. In future, it is likely 
that the need for recycling will 
constrain engineers from mix- 
ing plastics for important 
mouldings such as the bum- 
pers, fuel tank and facia. 

However, there will be many 
difficult decisions to be made 
because no manufacturer will 
be prepared to compromise the 
design or function of the new 
model simply to make recycl- 


ing more economic some 15 
years later. The aim will be to 
m»hp as much of the car recy- 
clable as practical rather than 
set 100 per cent recycling as 
the unquestioned goal. 

For Mercedes-Benz there is 
nothing new in grinding down 
damaged plastic parts and re- 
using thp materials to mould 
new low-grade plastic compo- 
nents such as the protective 
inner wheel arch cover or the 
boot liner. However, Dr Buch- 
hiem believes this policy is 
seriously flawed. 

"Our goal is to re-use the 
materials at the same high 
level that they were used for 
originally. We do not believe in 
the cascade philosophy. The 
aim must be to use the foei 
tank plastic again to make fuel 
tanks and the same for high 
strength aluminium." VW’s 
recycling expert argues that 
the cascade process would lead 
to a surplus of low grade mate- 
rial which would create recycl- 
ing problems. 

The industry appears conn- 
dent that it can fold ways to 
recycle almost every m ateria l . 
However, success is unlikely to 
give car designers any respite 
from environmental pressures. 
Once recycling has been tack- 
led it is not difficult to see 
manufacturers being forced to 
consider, in the face of high 
energy costs, ways of minimis- 
ing the energy used by a car 
from manufacture through to 
recycling. 



Du Font's development vehicle was built at a cost of DU 1m. It contains soma 100 applications 
and components using Du Pont materials and technologies. The car Industry Is the 
company's single biggest customer 
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Arthur May looks at component suppliers’ links with car makers 

Partners with new status 


COMPONENT producers, or 
rather a select band of them, 
are basking in a new status - 
as partners of the vehicle mart' 
ufacturers. 

Gone are the days when they 
produced bits and pieces 
according to a customer's 
drawing and won a proportion 
of the available business on 
the basis of putting in a low 
quote. Now this elite group of 
first-tier component suppliers 
are becoming integral mem- 
bers of a vehicle manufactur- 
er’s development team, and are 
being rewarded with single 
source, long-term contracts. 

There are several reasons for 
this change, but all relate to 
the need for vehicle producers 
to incorporate the latest tech- 
nology in their products and 
manufacturing processes at die 
same time as they face up to 
an intensification of global 
competition. 

In order to compete effec- 
tively in the world markets of 
the 1990s it will be necessary 
for car manufacturers to meet 
two conditions. First, to reduce 
unit costs to the point where 
they are as close as possible to 
those of the lowest cost pro- 
ducer. Second, to maintain 
momentum in the market 
place through the frequent 
introduction of new models 
which feature the latest tech- 
nology. 

Both imply keeping pace 
with Japanese competition and 
both require a greater depen- 
dence on component suppliers. 
For a start, it is dear that the 
balance of technological power 
is shifting from the vehicle pro- 
ducers to the component sup- 
pliers, a change which is 
widely recognised and accepted 
by members of the former 
group. 

The pace of technological 
innovation is so rapid, and the 
expenditure so high, that even 
the largest of the vehicle pro- 
ducers can no longer maintain 
control over the entire range of 
development work. Many 
in-house component operations 
are being sold or closed due to 
their inferior economies of 
Beale in mamifarfan-ing and the 
impossibility of sustaining an 
adequate research budget. 

In contrast, the components 
industry is undergoing a sub- 
stantial restructuring process 
on a global basis, com- 

ponent groups are focusing on 
product sectors where they 
enjoy technological leadership 
and are divesting themselves 
of fringe activities. In this way, 

the cost of increasingly heavy 



Component marshalling In a Row high technology centre 


research and development bud- 
gets can be spread over a high 
volume of output. When 
choosing a supplier the two 
main attributes looked for are 
the ability to produce to a con- 
sistently high quality and to 
demonstrate an elevated level 
of technological competence. 

Only after these consider- 
ations have been satisfactorily 
met is the question of price 
addressed. In cases where qual- 
ity and technology is right bat 
price is wrong; the vehicle pro- 
ducer will often work in part- 
nership with the supplier to 
improve productivity and 
reduce the cost of manufac- 
ture. Moreover, having estab- 
lished a supplier base, vehicle 
manufacturers are showing a 
marked reluctance to chop and 
change. 

A good example of tills is 
seen in North America where 
the newly established Japanese 
component producing 
operations (set op primarily to 
supply the Japanese trans- 
plants) have not succeeded in 
making the anticipated inroads 
into the Big Three’s business. 
Acknowledging that there was 
scope for improvement, the US 
car producers have remained 
loyal in the main to their 
domestic suppliers and given 
them the opportunity to put 
thair bouse in order. 

In other words, the tendency 
to play one supplier off against 
another is diminishing Where 
problems occur the typical 
solution is to discuss the issues 
in an atmosphere of patience 
and understanding and, if 
appropriate, provide assis- 
tance. But if problems persist 
the supplier will be replaced. It 
is hardly surprising therefore 
that the nature of component 
sourcing is changing. 


The purchasing function at a 
vehicle manufacturer is mov- 
ing away from the procure- 
ment of individual components 
which are frilly designed and 
specified towards controlling 
the development and purchase 
of a complete assembly or sys- 
tem. This can only be achieved 
if the supplier becomes 
involved at an early stage to 
the design and development of 
a new model. 

In a growing number of 
cases the suppliers have per- 
sonnel who are working as 
integral members of a cus- 
tomer’s vehicle development 
team. This is important 
because it is only at this stage 
that new technology can be 
incorporated effectively. This 
approach is tied into toe con- 
cept of simultaneous engineer- 
ing whereby production engi- 
neering is earned out at the 
same time as a new model is 
being designed and developed. 

At the outset of a new proj- 
ect a team is set up represent- 
ing all the vehicle manufac- 
turer’s operating departments' 
with the aim of defining 
requirements, including the 
systems which should be 
bought in and their perfor- 
mance wfamriflrriw- ThUS at an 
early stage the first-tier suppli- 
ers are selected and become 
full members of the project 
team. 

Simultaneous engineering 
has two crucial benefits. It 
shortens the time taken to 
bring a new model into produc- 
tion, and it enhances quality 
since the production depart- 
ment is involved throughout 
and is able to identity and rec- 
tify potential problem areas 
before output begins. 

There is also a growing 
understanding between vehicle 


p rod u cers and their suppliers 
that they are partners in terms 
of mutual survival Failure to 
provide components and 
systems at the lowest possible 
cost a»d highest possible qual- 
ity and technological content 
means that the customer’s 
position in world markets will 
be eroded. 

For their part, vehicle manu- 
facturers realise the need of 
their suppliers to earn decent 
profits and thereby generate 
the wherewithal to meet future 
investment needs. 

It is easy to be cynical about 
this new spirit of partnership 
between vehicle manufacturers 
and their component suppliers. 
After all, it is difficult to break 
the habits of a lifetime and 
they have traditionally adopted 
an adversarial stance towards 
each other, not least when it 
comes to price negotiations. 

It would be wrong to s u ppose 
that this mood will change 
quickly or completely, espe- 
cially since the vehicle manu- 
facturers are looking for pro- 
ductivity improvements at 
their suppliers to facilitate 
price reductions in real terms. 
It could be argued that the 
vehicle manufactur e r s are tak- 
ing big risks in their 

trust in a limited number of 
increasingly powerful compo- 
nent groups. 

It is unlikely that any prod- 
uct area will. become domi- 
nated by a single supplier, and 
the move towards global sourc- 
ing suggests that there will be 
some protection against any 
supplier who abuses that trust 
to any event, as competition 
hots up, the realisation that 
each side’s survival depends on 
the other will ensure that the 
ties of partnership will 

si iwn gthpn 


Harmony has broken out in labour relations, sa vs Mike Smith 

No time for confrontation 


A DECADE ago it would have 
been impossible. The idea of 
unions at a British car plant 
agreeing to the introduction of 
continuous 24-hour working for 
production workers would 
have been scarcely credible in 
Itself. To reach broad agree- 
ment in less tbap three months 
of harmonious talks would 
have been virtually unthink- 
able. 

Yet this is what happened 
earlier this year at toe Long- 
bridge plant of Rover, formerly 
the British Leyland group 
which was once a byword for 
all that was wrong in British 
industrial relations. The deal 
was symbolic of the growing 
cooperation between manage- 
ments and unions to the world 
car industry. 

The trend is likely to con- 
tinue. Faced with the certainty 
that some car plants will be 
closed down by the end of the 
century and the possibility of a 
world recession, motor indus- 
try unions to most countries 
are not in the mood for long- 
lasting confrontation. They are 
more amenable to wianagp.iru»nt 
plans for improving efficiency. 

The productivity target to 
chase is Japan. It is, however, 
moving fast 

Japanese workers are among 
the most flexible to the world 
but the country’s car industry 
Is reaping the benefits of a 
large investment In automa- 
tion. According to Mr Neal 
Doying, an analyst with Baring 
Securities, this should help it 
to draw away from its competi- 
tors after seeing the productiv- 
ity gap close to recent years. 

to many countries increased 
automation leads to conflict 
between management and 
unions because of the implica- 
tions it has for jobs, to Japan 
job security is hardly an issue 
because of the country's short- 
age of labour, companies are 
looking for new workers rather 
than trying to shed them. 

But the relative harmony 
between workers and employ- 
ers in Japan goes much deeper 
than that One factor is the 
system of wage bargaining to 
toe country. While each com- 
pany discusses pay rises with 
its workers, they take their cue 
from the railway workers pay 
negotiations and tend to give 
similar ji in mints pan h year. 

Thus in this year's pay 
round Toyota agreed rises of 
&B3 per cent against Nissan’s 
5J» and Honda's 6.1. 

Equally important is the 
incremental approach adopted 
by the Japanese to labour rela- 


tions and other industrial 
issues. This is shown in negoti- 
ations on hours. Prompted by 
the Government, Japanese 
industry is looking at ways rtf 
slowly reducing toe working 
hours of their employees. 

The Japanese work longer 
hours than anyone else to the 
world except South Koreans, to 
this year’s pay negotiations, 
Toyota agreed to union 
requests that annual hours 
(excluding overtime) be 
reduced from 1968 to this year 
to 1,980 next. That may not 
seem much of a reduction but 
it is part of a continuing trend 
and compares with 1,984 in 
1989. 

In other countries hours 
reductions tend to take place 
over one or two years and are 
then put on the back burner 
for several years. Their impact 
is thus much greater when 
they happen, to the coming 
year’s pay negotiations, Euro- 
pean car manufacturers win be 
under enormous pressure to 
concede hours reductions nego- 
tiations following the success 
of engineeri n g iminns in West 
Germany Britain in win- 
ning cuts. 

This will makg all the more 
difficult toe task of winning 
productivity gains, something 
which manufacturers would 
look at as part and parcel of 
pay agreements in any year. 

Car makers in Europe have a 
harder task in negotiations 
than their Japanese and US 
counterparts because of the 
proliferation of nrrirmg , Mr Tim 
Epps, personnel vice-president 
for General Motors Europe, 
said negotiations over the 
introduction of the three-shift 
working at the company’s Zar- 
agoza, Spain, plant, the first in 
Europe to achieve it. were com- 
plicated by there being four 
unions each with different 
political and industrial alle- 


He was Impressed by the 
effectiveness of the agreement 
once it was negotiated. He says 
the Zaragoza workforce unions 
seem to accept changes to the 
way their members work as 

T>rrrmnl 

Round-the-clock working is 
seen * by manufacturers 
throughout Europe as a way of 
maximising plant investment 
and is likely to become increas- 
ingly common, ft will supple- 
ment the significant changes 
that have been made to 
improving workers’ effective- 
ness to Europe. 

The changes vary from plant 
to plant. But common thamaa 


RECENT motor shows have 
not lacked concept cars with, 
among other features, suitably 
advanced-looking cockpit lay- 
outs making extensive use of 
multicoloured electronics, to 
such machines drivers are kept 
informed of toe status of each 
important part of their car, of 
their exact position and toe 
best route to destination, and 
much rise besides. 

to some quarters this has 
been taken as a pointer to the 
future, but it is not necessarily 
so. Colourfhl and complex dis- 
plays amuse the motor show 
crowds but quite apart from 
the question of cost, serious 
problems arise to their practi- 
cal application. Ergonomists 
point out that the only proper 
place for the driver's eyes Is 
the road ahead; every time 
they are re-focused on some- 
thing within the car there is 
potential danger. 

A fair amount of work has 
been carried out on windscreen 
projected head-up and virtual- 
image displays which reduce 
the amount of re-focusing 
which the eyes have to per- 
form. A car on a busy road is 
not tike an aircraft, which 
unless it is flying at tow level 
is unlik ely to bump into any- 
thing while the pilot briefly 
attends to re-tuning the radio 
or re-programming the naviga- 
tional computer (and to most 
cases, there axe two pilots, to 
share the workload). 

If there is an answer to pres- 
enting the 1990s car driver 
with the information he needs, 
it is not to make the car inte- 
rior resemble an aircraft cock- 
pit. From the ergonomic point 
of view it needs to be as simple 
as possible. 

There is a conflict here 
between the ergonomist and 
the salesman. Simple interiors 
are down-market One of the 
first things done to any ear in 
the creation of an up-market 
version is to fit It with extra 
instruments such as a rev 
counter, an oil pressure 
or a voltmeter, 
superior instrument and con- 
trol layouts, such as ergonomi- 
cally superior seats, often 
make a bad impression in the 
showroom. 

The task of toe pragmatic 
designer is therefore to create 
an attractive-looking layout 
which presents the most 
important information as 
clearly as possible while allow- 
ing the driver to ignore all the 
rest 

The question remains: what 
exactly is the most important 
information? For almost as 
long as the car has been with 
us, it has been the answers to 
two questions: How fast am 1 
going? How much fuel do 1 
have left? Beyond this, design- 
ers have sought to inform the 
driver of technical problems 


Are electronics pointing the way? Jeff Daniels expresses doubts 

Keep your eyes on the road 


with tiie vehicle, such as cool- 
ant overheating, low all pres- 
sure or lack of electrical 
charge. 

As cars have become more 
complicated, the range of possi- 
ble technical problems has 
extended and toe number of 
warning lights now usually 
extends into double figures - 
an ergonomic problem to its 
own right. Even so, some 
safety critical monitoring 
systems, notably one which is 
capable at checking tyre mea- 
sures, are still some way from 
fi n d ing wide application. 

The surge of electronic appli- 
cation has multiplied the 
amount of information which 
might conceivably be made 
available to the driver, fa-car 
entertainment systems have 
become more versatile but 
more complex. Communica- 
tions equipment has well and 
truly arrived; the up-market 
car is now undressed without 
its mobile telephone. Compet- 
ing technologies such as satel- 
lite or radio beacon position 
firing magnetic flux or vehicle 
motion based dead-reckoning, 
exist to permit automatic navi- 
gation. 

Last but not least, there is 
the prospect of car-tocar and 
car-to-roadslde communication 
to improve safety and speed 
traffic flow. 

Navigation cannot be truly 
automatic unless the car 
some form of autopilot. This 
concept which is not entirely 
far fetched but calls for a great 
deal more development to 
become pr a c ti cal. The naviga- 
tion systems being offered 
depend on an Interface 

between system and driver, 
aid ft is the form of that inter- 
face which is causing head- 
aches. 

The most obvious way to 
present navigation information 
is in the form of a map: The 
equally obvious drawback is 
that many people cannot read 
a decently printed map spread 
out on the kitchen table, let 
alone an inevitably small and 
tower-definition electronic dis- 
play while they are trying to 
drive a car. Some engin e ers, 
recognising this, have sought 
to present the information in 
simplified form, with advice to 
turn left or right or proceed 
directly ahead. This system 
can work well on motorway 
networks or in modem cities 
with grid street layouts but it 
can be defeated by more 
ancient and complex junctions 
such as Piccadilly Circus or 



YWs concept can the Future 

the Place de la Repubiique. 
One has only to watch an 

expert navigator direct a driver 

through such bottlenecks to 
realise what the interface 
involves. 

At the very least, automatic 
navigation to dense urban 
environments calls for an 
extensive database covering 


one-way streets and similar 
information. 

There is disagreement even 
on the best way to present 
such basic navigation informa- 
tion as left, right or continue: 
Some systems use a simple 
visual display; others depend 
on audio information, although 
there is some evidence that 


drivers block out their audio 
channel when they are heavily 
loaded with visual information. 

One promising line of 
advance concerns traffic inform 
motion culled from communi- 
cation between the car and a 
roadside data network, or 
directly between vehicles. 

This is one of the principal 
objects of the pan-European 
Prometheus (Programme for 
the Movement of European 
Traffic with Efficiency and 
Unparallelled Safety) research 
and development programme. 
The basic premise of Prome- 
theus is that since the Euro- 
pean road network is heavily 
populated, efforts should be 
devoted to making the most 
efficien t possible use erf it by 
avoiding traffic conflicts and 
bottlenecks. This brings the 
considerable extra benefit that 
smoother and more continuous 
traffic flow should save time, 
fuel and exhaust emissions, 
and effect an improvement in 
safety. 

Prometheus embraces navi- 
gation and conflict-avoidance 
technology, and is aimed at 
developing various types of 
communications link , together 
with the to-car systems needed 
to exploit the communicated 
data. An initial division Is 
made between car-to-environ- 
ment, car-to-car and car-to- 
driver connnunlcation. 

The first category covers 
those systems which can warn 
of congestion and offer naviga- 
tion advice; the second is more 
concerned with safety-related 
issues such as the maintenance 
at a safe (but efficient mini- 
mum) distance between 
vehicles. 

The third category is the dif- 


ficult one of the informati on 

interface with the driver. 

Some aspects of the pro- 
gramme, however, involve 
bypassing the driver. One logi- 
cal outcome of inter-vehicular 
communication, for example, is 
a road train consisting at cars 
travelling very close together 
in autopilot mode, depending 


for safety on obedience to care- 
fully constructed rules of 
behaviour and on immediate 
and intimate knowledge of bow 
other cars to the train are 
behaving. 

Such a concept may seem 
familiar to devotees of the M25 
and indeed it has the same 
underlying object of packing as 
many vehicles as passible into 
the available road space. 

to the case of the Prome- 
theus programme, however, it 
involves very small separa- 
tions - engineers who have 
run trials an closed test tracks 
talk of one metre space 
between vehicles at a speed of 



Frazaa mate Ford’s Duntan test eftambor 


There is a conflict 
between the 
ergonomist and the 
salesman 


100 km /hour - together with 
levels of safety which M25 
users all too often fail to dem- 
onstrate. 

Such projects require the 
ability to control the vehicle’s 
direction as well as its speed. 
The technology of automatic 
speed control is well estab- 
lished (many up-market cars 
are fitted with cruise control) 
and systems involving at least 
limited-authority automatic 
steering, usually based on the 
ability to optically track a 
roadside white line, have also 
been demons tra te d . 

As for the actual communi- 
cation between participating 
vehicles, Prometheus engineers 
point to one saving grace; the 
closer the vehicles are 
together, the easier communi- 
cation becomes. 

What really exerdses devel- 
opment teams are the prob- 
lems of allowing cars to leave 
or join a train at the appropri- 
ate motorway junction, for 
example. 

The safety considerations 
implicit in such systems obvi- 
ously need careful study. like 
aerospace systems, they must 
be carefully engineered so that 
no single failure results in 
disaster. 

If such problems can be 
solved, and the general engi- 
neering consensus is that they 
will be, then the multicoloured 
electronic cockpit may finally 
come Into Its own - to keep 
the driver entertained while 
the car and Its internal 
systems do the work. 


for all car manufacturers, 
whether in toe OS or Europe, 
are toe Increased use of team 
working, the increased ftexflnl- 
ity of workers which goes with 
it, apymfint to increase line 
speeds and a host of minor con- 
cessions such as the variation 
of workbreaks. 

to one e xample <rf toe latter, 
wiadifan workers at GM*s plant 
to Aspem, Austria, agreed to 
vary their lunch breaks so that 
when half were absent they 
would be covered by the other 
ha lf enablin g machines to 
remain to operation. 

to the US, Ford is reckoned 
to have ***» most inroads 
Into changing work practices. 
But wHyf immnfa rt nT e r s have 
also ga>h« among 

volume producers, the US is 
probably closest to Japan in 
terms of quality and efficiency. 

Inevitably one reason for 
recent improvements has been 
the advent of Japanese “trans- 
plants," that is the setting up 
of Japanese manufacturing 
plants. This has concentrated 
toe minds of both management 
and workers on the issue of 
efficiency. 

Ms Ann Knight, a motor 
industry analyst with Payne 
Webber, says me effect Is that 
managers are much more pre- 
pared to give union representa- 
tives a role than they were a 
decade ago. “You can see it 
when they talk about unions," 
she says. “When they talk 
about changes in production 
processes they talk about 


onions* role in ft, modi more 
fiwn they used to a few years 


“When managers give pro- 
gp nfatinpE , quite often moons 
and workers are presort- They 
are not there in an 
tic way. They are there as part 
of the planning process. - 

The results of flifa increasing 
cooperation stffl have to feed; 
through in productivity ga ms , 
says Ms Knight. -A-.. ‘ 

to ret urn for the increased 
co-operation, the UAW car 
workers’ union Is lotd dng for 
increased job security for its 
members. This has been dem- 
onstrated in pay talks affecting 
the big three car manufactur- 
ers this year in which the 
UAW indicated from aneariy- 
staga that ft would be wfifing 
to moderate wage demands' 
and back three shift produc- 
tion to exchange for “true job. 

^Outside the Mg three, the 
union will be increasing Its 
efforts to build its presence at 
plants where the Japanese are 
involved. 

jt h«« representational rights 
at the Mazda plant In Michi- 
gan, the Diamond Star (Bfitsu- ; 
bishi, Chrysler joint venture) 
plant in Illinois and the 
Ntunmi (Toyota, General 
Motors) plant to California but. 
faile d fast year to win the 
approval from workers at Nis- 
san's plant in Tennessee , for 
representation rights these, ft 
is titely to return for another 
vote. 



PROFILE: Carl Hahn 

Sights set on 
East Germany 

FOR NEARLY nine years, Cari 

TTwhn haa hoattof] V nUrnm^ gm , 

the West German car mm pa ny 
that is now energetically mov- 
ing into East Germany after a 
rfwwyfr fa which ft h«« experi- 
enced some striking triumphs 
and some embarrassing 
reverses of fortune. 

More than any other big 
West German industrial group 
- from October 8, the day of 
unity, it will no longer be cor- 
rect to talk of East and West 
German companies - VW has 
grasped the challenge of East 
Germany with vigour. 

Mr Hahn’s own background 
and VW’s location near the 
border have given a special 
impetus to the venture. But 
East Germany is not the only 
challenge facing Mr Hahn and 
VW. As its recent results have 
shown, ft still has a cost prob- 
lem at a time when German 
exporters are feeling the 
impact of the high D-Mark and 
is vulnerable to setbacks in its 
widely spread markets, notably 
South A meri ca. Its ambitions 
to China have been hampered 
by the Peking Government’s 
damp down on student demon- 
strators and the outrage this 
provoked. 

So firmly hag Mr Hahn 
stamped his personality on VW 
that it seems hard to Imagine 
the executive floor at Wolfs- 
burg’s headquarters without 
him. But the 64-year old Mr 
Hahn’s contract runs out at 
tiie end of 1991, so talk about 
bis likely successor has begun 
in earnest ft is possible that 
his contract wfll be lengthened, 
especially In view of the 
DMSbn investment under way 
in East Germany. VW has 
given away no clues as to 
whether this will happen. 

Asked about this recently, 

Mr Hahn replied with Delphic 
ambiguity; “Contracts can be 
extended, but life cannot’’ But 
whether or not Mr Hahn stays, 
the question of who will suc- 
ceed him is being more eagerly 
discussed as be approaches the 
age of 65 next July. 

Again, VW is giving no hints 
as to which candidates have 
the best chance, or even on 
who could be considered. Two 
names which stand out most 
prominently in tins context are 

Mr Daniel Goeudevert, 48, the 
former head of Ford-Werke 
(Ford Motor’s West German 
operation) who joined the VW 
board last year, and Mr Helmut 
Werner. 54, who left the Conti- 
nental tyre producer three 
years ago to become the 
Daimler-Benz director respon- 
sible for trucks. 

Mr Goeudevert Is a good 
co mm u n i c ator who has origi- 
nal Ideas about management 
and the transport needs of toe 
friture. He is French, which 
would certainly add an original 
twist Mr Werner Is also adept 
at projecting himself and his 
ideas and was a successful 
manager at Continental 
Here, the story becomes a lit- 
tie Incestuous. Mr Werner suc- 
ceeded Mr Hahn as the head of 
Continental - it was then 
called Continental Gummi- 
Werke - and Mr Hahp wanted 
him later to join the VW group: 
but Mr Werner was tempted on 
to the Daimler board. 

One important element, 
therefore, is what is likely to 
happen at Daimler when Mr 
Edzard Reuter, the present 
chief executive, retires Mr 
Werner would dearly have a 


good chance of becoming to 
head of the group's big Merced 
es-Benz car and truck subsic 
iary when Mr Werner Niefe 
steps down - both Mr Rente 
and Mr Niefer are 62 — and to 
Job of heading the Daimle 
group is obviously a prize to b 
striven for. 

Urn same can be said of M 
Werner about his decision t 
join Daimler as of Mr Goeuder 
ext on joining VW; someon 
who was chief executive at hi 
previous company must clear! 
aspire to toe same position a 
his new one, even though tb 
dimension is a lot bigger. 

However, other names als 
crop up in the VW chief execu 
tive states, most notably Qi«p 
of Mr Dieter Ullsperger, tin 
finance director who was will 
both Ford-Werke and Kldck 
ner-Humboldt-Deutz, the eng] 
neerfag company, and Mr Mar 
tin Postil, in charge of laboui 
relations. Both men are ii 
their mid-405. 

Also included in the specula 
tion, which has filled many col 
umns of the German business! 
press, is Mr Ferdinand Pifech 
53, who heads Audi VW’s up 
market car subsidiary. Whal 
sort of man will be ftp success 
foZ candidate be replacing? 

Mr Hahn is a person who has 
Ptonty of ideas and is keen tc 
talk about them. He wiiri^g a 
cool sovereign self-co nfiden c e , 
even at times when most pea 
pie would be running for cover. 
One of the worst episodes dor- 

tog his period to office was the 
foreign exchange scandal 
which produced losses of well 
over DM400m in 1987 and tem- 
porarily overshadowed VW’s 
its long-term 

global strategy. 

Mr Hahn’s US experience to 
VW s early BeeSdaysce™ 
tatoly added a strong interna- 
tional flavour to his career. His 
father was Austrian, his wife is 

rated 1 he was edu ‘ 

SJJSJ? England. 

Switzerland, and France. Mr 
Hahn was bom fa Chemnitz, 
East Germany, where his 

“Sf* *** a Manager to the 
or industry. Thus it fa not m? 
Pratog that Mr Hahn has such 
arooM emotional as well as 

ra&iST 54 10 doing 

Possible finks with Skoda of 
Czechoslovakia. And henra Mr 
Hahn s possible interest to 
staying on a tittle loneer S 

as fl*^**®^ ft 

SS r hf m ” b ° 18 chosm W sue- 
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ONE LESSON to be drawn 
from the cars that have been 
Introduced this year and will 
continue to make an appear- 
ance in 1991. it is that the Japa- 
nese are breaking out of their 
bridgehead. 

Until this year the Japanese 
manufacturers were content to 
make cars that had been tak- 
ing an ever growing share at 
the supermini, small/medium 
and medium size classes - a 
share which was held back by 
quotas and gentlemen's agree- 
ments in many European mar- 
kets. Plus a near dominance of 
the niche market for recre- 
ational 4x4 vehicles. 

Within the Last year, three 
outstanding cars from Japan 
have jolted the motor indus- 
tries of Europe and the US. 
They are the Toyota-built 
Lexus; the Nissan 300ZX and 
Honda NSX. 

With the Lexus LS400, 
Toyota spared no expense to 
create a luxury car that would 
beat the European quality 
manufacturers at their own 
game. 

It has a 4 litre, V8 engine to 
rival the BMW 7 Series, Mer- 
cedes S-Glass and Jaguar 4 litre 
saloon and is widely acknowl- 
edged as the quietest and most 
refined luxury executive car in 
the world. 

The Nissan equivalent, the 
4.5 litre Infin iti. has not made 
the same impact as Lexus in 
the US and is not yet sold in 
Europe. But Nissan, with the 
300ZX coupe - 3 litre. V6 
engined, with twin turbocharg- 
ers - is seducing Porsche buy- 
ers because it offers the same 
kind of motoring at Ear less 
cost 

Latest challenger in the 
supercar end of the mar ket is 
the Honda NSX, a technologi- 
cal tour de force, mainly con- 
structed from aluminium alloy 
and as easy to drive as it is 
fast. 

Others are on their way. 
Next month, at Paris Mondial 
de rAutomobile, Mitsubishi 
will unveil a high performing 
luxury car bristling with new 
technology. At the other end of 
the scale, Nissan's Primers, 
successor to the Bluebird and a 
potential rival for Ford's Sierra 
and the VauxhaU Cavalier 
(Opel Vectra) is now in produc- 
tion at Washington, north-east 
En gland, It is making its debut 
at the Birmingham Motor 
Show. 

In the smaliy medium class, 
Ford has just replaced the 
best-selling, 11 -year-old Escort 
hatchbacks and estate cars and 
their Orion saloon derivatives 
with new models. 

They could be said to have 
caught up with the competi- 
tion in most respects but, by 



The Nissan Primers (left) is seen ss a potential rival to the Ford Sierra. Ford, meanwhile, has launched an Escort (right) to replace toe 11-year-oW best saner — but Is It enough to take toe lead? 


Stuart Marshall reviews some of the latest models 


Japanese break out from their bridgehead 


common consent, have not 
taken a lead. 

Early next year Nissan's new 
Escort-sized Sunny will appear 
and, for sheer technology, 
seems likely to put the new 
Ford in the shade. 

If one needs a reminder of 
the Japanese motor industry's 
strength, it is that the Honda 
Accord (admittedly, produced 
in an American transplant) 
was the best filin g car in the 
US last year. 

European manufacturers 
have not been backward in 
producing new models in the 
last year and have some more 
important announcements to 
mak e in 1991, starting at the 
Geneva salon in March. 

Audi's V8 has become the 


world's first luxury car to offer 
four-wheel drive and automatic 
transmission as standard, plus 
Procon-Ten. 

This Is a safety system that, 
in a severe collision, instantly 
tightens the front seatbelts on 
their wearers and retracts the 
steering column. 

This reduces the risk of the 
driver sustaining facial injury. 
All Audi models now have Pro- 
con-Ten as standard. 

BMW's long-awaited 850i. a 5 
litre, VI2 engined successor to 
the veteran 6 Series coupes, 
went on the market this year. 
Also new from BMW this 
autumn are multi-valve 
engines for 5 Series cars. 

The replacement for the 
smallest BMW, the 3 Series, is 


likely to appear at Geneva in 
March. 

Citroen, which has sold 
100,000 XMs, the European Car 
of the Year, since its introduc- 
tion last summer, will add an 
XM estate car and an automat- 
ic-transmission turbo-diesel 
next year. 

Even before the Gulf crisis 
brought steeply rising fuel 
prices, diesel cars were gaining 
market share in Europe 
because of their environmental 
friendliness - their carbon 
dioxide greenhouse gas emis- 
sions are far lower than those 
of equivalent petrol-engined 
cars. 

Rover has introduced an 
excellent turbo-diesel version 
of the 800 saloon with an Ital- 


ian-made VM engine to com- 
pete with such executive class 
diesel cars as BMW, Mercedes, 
Citroen and Peugeot. 

Direct- injection diesel-en- 
gined cars (confined at present 
to the Rover Montego, Land 
Rover Discovery, Audi 100 and 
Fiat Croma) can be expected to 
proliferate in the next year or 
two as electronic injection 
systems become more widely 
available. Their engines are 
even more economical than the 
indirect injection diesels 
almost universally used in 
cars. 

The Tempra (a boated devel- 
opment of the Tipo hatchback) 
and its near relative, the Lan- 
cia Dedra, demonstrate Fiat's 
desire to move up-market in 


the mid-size sector. The luxuri- 
ous Lancia Thema station 
wagon becomes generally 
available early next year. 

The smallest engined version 
of Jaguar’s classic XJ6 saloon 
is of 3.2 litres capacity, bring- 
ing a welcome increase in per- 
formance with much unproved 
driveability. 

Mercedes-Benz has reintrod- 
uced a IE litre engined car for 
the first time in 20 years but 
the big Mercedes all the other 
makers want to see will not be 
unveiled until 199L This is the 
successor to the veteran 
S-Class, still regarded as a 
benchmark among senior man- 
agement cars. 

Renault's Clio, eventual suc- 
cessor to the apparently ever- 


lasting Renault 5, is on sale in 
some mainland European mar- 
kets but will not reach Britain 
until early next year. 

It focuses on refinement. 
Renault has got the message 
that a growing number of buy- 
ers of small cars expect the 
same standards of comfort and 
quietness as are enjoyed by 
owners and users of executive- 
style cars. 

They want the option of for- 
mer big-car-only features such 
as power assisted steering, 
automatic transmission and air 
conditioning. 

As roads become more 
crowded, being comfortable in 
a car is of greater value to 
many buyers than knowing it 
has best-in-class acceleration 



RenauB has finally replaced the Ronxufl 5 wMi toe C*> (left) which com*, to toe UK early next year. In Europe.ReaaiiM led (to way in IIPVs. Toyota*, challenger is the Previa (right) 


and a licence-losing maximum 
speed. 

In the hot summers most of 
Europe has had for the last 
three years, air conditio n i n g 
has been a boon. 

It is safe to predict it will 
rapidly spread down market to 
pi prfinm and am all cars and be 

demanded by even more execu- 
tive-class car users. Once its 
benefits have been enjoyed, 
there is no going back - the 

camp raw be of automatic 
transmission and power 
steering. 

Saab's latest 9000 executive 
saloons «»d hatchbacks, fitted 
with a new 2L3 litre, 4 cylinder 
engine a year ago, are avail- 
able with turbocharging. This 
is not just for extra perfor- 
mance but for flexibility rival- 
ling that of multi-cylinder 
engined cars. 

The beautiful VauxhaU 
(Opel) Calibra has re-estab- 
lished the European produc- 
tion-saloon based coupe, a 
niche market left largely 
vacant since Ford stopped 
producing its evergreen and 
extraordinarily successful 
Capri. Calibra is available with 
a four-wheel drive system first 
seen in the latest Cavalier 
(Opel Vectra). 

An extraordinary 32 valve, 
VS engined version of the 
VauxhaU Carlton (Opel 
Omega) with a claimed top 
speed of ISO mph (290 kmh) has 
been introduced as a l imit ed 
edition. The Opel Kactet/Vaux- 
han Astra replacement is due 
at the end of 1991. 

Volkswagen’s smallest car, 
the Polo, has been substan- 
tially face lifted for 1991 but 
the new Volkswagen Golf is 
unlikely to be ou the market 
until early 1992 after a proba- 
ble first appearance at Frank- 
furt Show in September 199L 

Volvo has moved up-market 
with a new car based on the 
760, re-engined with a 3 litre, 
in-line 6 cylinder with multiple 
valves. 

One kind of car that will 
become widely available in 
Europe and even more popular 
than it is at present in the US 
Is the MPV (for multi purpose 
vehicle). 

With a one box body outline, 
or at any rate one with a far 
smaller, less protruding bonnet 
than a conventional estate car. 
It offers a lot of extra Interior 
room without taking up any 
more space on the road. 

Renault’s E space was the 
first of its kind In Europe. 
Toyota's mid-mounted, under- 
floor an ginai! Previa, unveiled 
at Tokyo Show last November 
and on sale in Europe and the 
US, is the first of many new 
MPVs that will compete for 
sales in a growing sector. 



Iferformance. 

We’d like to 

colour 

your thinking 


AC Rochester first focussed in on engine emission control some 30 years ago. Since then 
we’ve made the running in improving air quality. 

This ‘green 1 thinking has created a range of catalytic converters that help car manufacturers 
surpass the most rigorous engine emission standards. Anywhere in the world. 

And, contrary to what you may hear, cutting down on engine emissions doesn’t mean 
cutting down on engine performance. 

With AC Rochester on your side, you don’t need to surrender power to meet clean air 
standards. And, unlike other companies, we make emission control an 
integral part of engine management. 

So if you're thinking of a complete system, we're geared to support your 
move from initial design to final assembly. We’re also ready to supply any 
sub- system, module or component you may need right now. 

AC Rochester. A breath of fiesh air in engine management. 

The Engine Management Team 

A Division of General Motors Automotive Components Group 











What does it take to build a car 
that is both relaxing to drive, yet can 
make the world fly by? A car that 
combines the comfort of a luxury car 
with the handling of a sports car? 

A lot more than just fitting it with 
leather, walnut and air conditioning. 

In fact, it’s taken four years and over 
six hundred million pounds to create 
the new Peugeot 605 range. 



sophisticated suspension systems fitted 
to a production car. It adjusts itself to 
road conditions, switching each shock 
absorber from firm to soft in just 150 
milliseconds. This suspension can ab- 
sorb a bump so quickly that the driver 
hardly senses it, yet it still keeps him in 
perfect control of the car. 

And finally, we’ve even revol- 
utionized the way your 605 is cared for. 



Lania 


« UStocio&eiJSJC 


Second 

French troop 


Camb«iate3cs;’ x ^ 

fat kaar 


RELAX AS 


i WMsai a?* 


First, we built a factory, with a paint 
shop so clean no particle of dust more 
than 5 thousandths of a millimetre thick 
can get inside. And where every body 
panel is precisely positioned according 
to a computer model consisting of 12.000 
reference points. ^ 

We created a ' F \ 
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valve, 3 litre V6 engine with a variable 
length inlet manifold, enabling the 
engine to breathe deeper as it goes 
faster. This extends its optimum torque 
curve, making it smooth and refined in 
town, yet a free revving performance 
engine on the open road. 

Then we designed one of the most 
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by creating Lioncare Gold. As well as 
giving you all the benefits of A A Relay, 
it makes servicing your car a more relax- 
ing experience. For instance, we’ll pick 
up and return your car, or even lend vou 
another Peugeot whilst yours is being 
serviced. 

All 605s are iitted with a three-wav 
catalytic converter, anti-lock braking 
system and an ultrasonic alarm as 
standard. If you’d like more information 
on the seven car 605 range, call 0800 
678 800 for a free information pack. 

Or even better, visit your Peugeot 
dealer and take a test drive in the new 
Peugeot 605. Then you can relax as the 
world flics by. 




THE LION GOES FROM STRENGTH TO STRENGTH 





y; o* V**^ 














